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SECTION 638, DEPARTMENT OF DEFENSE 
APPROPRIATION ACT, 1956 


Monpay, JANUARY 9, 1956. 


DEPARTMENT OF DEFENSE 


WITNESSES 


ROBERT C. LAMPHIER, JR., DEPUTY ASSISTANT SECRETARY OF 
DEFENSE (SUPPLY AND LOGISTICS) 

JACK L. STEMPLER, ASSISTANT GENERAL COUNSEL (LOGISTICS) 

J. P. NASH, OFFICE OF ASSISTANT GENERAL COUNSEL (LOGISTICS) 

COL. B. V. LEARY, USMC, STAFF DIRECTOR, COMMERCIA™. AND 
INDUSTRIAL ACTIVITIES DIVISION 

C. H. ERUEGER, STAFF ASSISTANT, COMMERCIAL AND INDUSTRIAL 
ACTIVITIES DIVISION 


DEPARTMENT OF THE ARMY 


LT. COL. JAMES W. GILMAN, OFFICE OF THE DEPUTY CHIEF OF 
STAFF FOR LOGISTICS 

GORDON O. PEHRSON, OFFICE OF THE DEPUTY CHIEF OF STAFF 
FOR LOGISTICS 


DEPARTMENT OF THE NAVY 
LT. COMDR. J. A. FOLEY, OFFICE OF NAVAL MATERIEL 


DEPARTMENT OF THE AIR FORCE 


COL. HENRY H. WALLER, JR., OFFICE OF THE DEPUTY CHIEF OF 
STAFF (MATERIEL) 

W. F. KRAEMER, OFFICE OF DEPUTY CHIEF OF STAFF (MATERIEL) 

G. W. WASSELINE, ASSOCIATE GENERAL COUNSEL FOR PROCURE- 
MENT 

LT. COL. LAWRENCE F. BLAIS, OFFICE OF ASSISTANT SECRETARY 
FOR MATERIEL 


Mr. Manon. The committee will come to order. 

General Moore, will you identify for our convenience, in this record, 
the people who are here? 

(The witnesses were identified by General Moore.) 

Mr. Manon. It is heartening to see that at least one of the services 
is able to make a reduction in personnel. We have one man speaking 
for the Navy here, and a greater number for the other services. 

We are glad to have all of you. You may proceed. 
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GENERAL STATEMENT 


Mr. Lanpurer. Thank you very much, Mr. Chairman. 

My name is Robert C. Lanphier, Jr. I am Deputy Assistant 
Secretary of Defense for Supply and Logistics. I am appearing in 
place of Mr. Pike, the Assistant Secretary, who is in Europe and regrets 
that he cannot appear before you today. 

My appearance before your committee today is in response to your 
invitation to discuss the policies and program of the Department of 
Defense in connection with the termination of certain commercial- 
and industrial-type activities operated by the Department of Defense. 

Mr. Manon. Will you please insert in the record at this point 
section 638 of the Department of Defense Appropriation Act of 1956, 
which was approved July 13, 1955, by the President? 

Mr. LAaNpuHIER. Yes, sir. 

(The matter referred to is as follows:) 


Section 638 or Pusiic Law 157, 84TH CoNnGREss, Ist Session, H. R. 6042 


No part of the funds appropriated in this Act may be used for the disposal or 
transfer by contract or otherwise of work that has been, for a period of three 
years or more performed by civilian personnel of the Department of Defense 
unless justified to the Appropriations Committees of the Senate and House of 
Representatives, at least ninety days in advance of such disposal or transfer, 
that its discontinuance is economically sound and the work is capable of per- 
formance by a contractor without danger to the national security: Provided, 
That no such disposal or transfer shall be made if disapproved by either com- 
mittee within the ninety-day period by written notice to the Secretary of Defense. 

Mr. Manon. You may proceed. 

Mr. Lanpuier. As you know, the Department of Defense has for 
some time been engaged in a progr am to terminate those commercial 
and industrial type operations which are in competition with private 
enterprise and which are not necessary in furtherance of national 
defense programs. This program is based on the principle that free 
competitive enterprise should be fostered by the Government and 
accordingly that the Department of Defense should not compete with 
industry where it is not found necessary in the interest of national 
defense. 

On many occasions in the past various committees of the Congress 
have been concerned over what was considered a trend toward unwar- 
ranted Government operations in competing with private business. 
In 1932 a special committee of the House of Representatives, 72d 
Congress, appointed to investigate Government competition with 
private enterprise, held extensive hearings and made strong recom- 
mendations to counter this trend. 

In the 82d Congress, the Inter-Governmental Relations Subcom- 
mittee of the House Committee on Expenditures in the Executive 
Department made a comprehensive study of various aspects of Federal 
supply management with particular reference to the military and 
their related activities. In its sixth intermediate report, the com- 
mittee called attention to the commercial-type operations in the 
military departments and concluded that except in isolated areas and 
under special circumstances, such operations were of questionable 
value and that private enterprise should be utilized in their place. 

During the 83d Congress, the same subcommittee under the House 
Committee on Government Operations gave concentrated study to this 
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area. In its seventh intermediate report, the committee recommended 
that “a permanent vigorous preventive and corrective program be 
inaugurated”? which should originate in the Executive Office of the 
President with criteria set for general guidance of all agencies. The 
report further stated that genuine essentiality of service and economy 
are the only justifiable guides to be used. Economy should not be 
accepted as a reason for Government operation, where competitive 
industry exists which will establish prices; all direct and indirect cost 
elements must be used when making comparative costs; and, in addi- 
tion to other costs, an allowance should be made for a fair margin of 
profit. 

Several bills were introduced in the 83d Congress designed to termi- 
nate Government competition with private enterprise. H. R. 9835 
passed the House on July 23, 1954, and was referred to the Senate 
Committee on Government Operations where it was under consider- 
ation when Congress adjourned. Public Law 108 was enacted during 
this Congress, establishing the Commission on the Organization of 
the Executive Branch which declared the policy of Congress to be, 
—_ others: 

(1) the abolishment of services, activities, and functions not neces- 
sary to the efficient conduct of Government; and 

(2) the elimination of nonessential services, functions, and activities 
which are competitive with private enterprise. 

Furthermore, in its comments on section 715 of Department of 
Defense appropriations bill for fiscal year 1955 which required 
Secretary of Defense certification prior to the starting of certain scrap 
processing operations, the Senate Committee on Appropriations in 
Senate Report No. 1582 of June 11, 1954, stated: ‘‘Proprietors of 
small businesses in other fields have also lodged complaints with the 
committee, citing examples of competition by the military services. 
The committee recommends that the Secretary of Defense conduct a 
survey to determine the extent of such competition and after reviewing 
the findings report to the committee with appropriate recommenda- 
tions.”” In order that the Senate committee would be fully aware 
of the Department of Defense policy and program on commercial 
and industrial type facilities, the Department of Defense has furnished 
information periodically to that committee in response to the Senate 
committee report. 

The Bureau of the Budget issued bulletin 55-4 on January 15, 1955, 
in which it was stated that the general policy of the administration is 
that the Federal Government will not start or carry on any commercial 
activity to provide a service or product for its own use if such product 
or service can be procured from private enterprise through ordinary 
business channels. The bulletin also initiated a review of those com- 
mercial and industrial type activities conducted by the Government 
which provides services or products for its own use. At this time the 
Department of Defense meshed its program with that of the Bureau 
of the Budget. 

As recently as the first session of this 84th Congress the Senate 
Select Committee on Small Business in its annual report (S. Rept. 
No. 129, 84th Cong., 1st sess.) discussed this problem. It stated that 
one of the major problems confronting the committee was that of 
Government competition with private business. It noted that the 
military departments compete with private firms in over 100 areas of 
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business activity and that the effect of this competition constituted a 
serious threat to the Nation’s economic future. The committee was 
alarmed that the military departments were operating in such com- 
mercial-type operations as railroading, coffee roasting, logging and 
sawmill operations, laundry operations, scrap processing, tire retread- 
ing, baking, dry cleaning, and the manufacture of ice cream, maps, 
flags, paint, clothing, and other activities. The committee concluded 
with the statement that it hoped the Department of Defense would 
not attempt to rationalize such activities “by throwing up the time- 
worn screen of national security, so-called dollar savings, the need for 
training personnel, and others.”” As stated by the committee, ‘the 
time had come when we need a straightforward, aggressive attack 
upon a steadily growing cancer in our economy.” 

The congressional interest in this area spurred the Department of 
Defense to strengthen the policy on Government owned and operated 
commercial and industrial-type facilities and to initiate a program 
which would further insure implementation of the policy. 

It is the basic policy of the Department of Defense not to engage in 
the operation of commercial and industrial type facilities unless it is 
militarily necessary or the product or service cannot be obtained from 
private sources at a reasonable price due to the lack of competition or 
for any other reason. This policy is contained in DOD Directive 
4100.15 which I would like at this point to submit for the record. 

Mr. Manon. Without objection, it will be inserted in the record at 
this point. 

(The directive referred to is as follows:) 


Aprit 27, 1955 
NuMBER 5100.15 


DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Commercial- and industrial-type facilities. 
Reference: DOD Directive 4000.8, 17 November 1952. 


I. PURPOSE 


The purpose of this directive is to establish the Department of Defense policy 
with respect to the ownership and operation of commercial- and industrial-type 
facilities. 

II. DEFINITION 


As used in this directive, commercial- or industrial-type facilities are those 
devoted to an activity which normally might be performed by private industry, 
except commissaries, post exchanges, and nonappropriated fund activities. 


III. POLICY AND CRITERIA 


a. The Department of Defense supports the basic principle that free competitive 
enterprise should be fostered by Government. Therefore, it is the policy of the 
Defense Department that the use of Government-owned and operated commercial- 
and industrial-type facilities will not be authorized after review except when it 
can be clearly demonstrated that private enterprise cannot perform the service 
or provide the products as necessary to meet current and mobilization require- 
ments, or that in the execution of the military mission, operation by the Govern- 
ment is a necessity. Those factors which would justify the continued use of, 
or the establishment of, Government-owned commercial- or industrial-type 
activities are as follows: 

(1) The absence of private facilities of sufficient capacity located within 
a reasonable distance from the point of demand. This may be particularly 
applicable in isolated areas. However, the possibility of inducing private 
industry to meet the need must be examined. 

(2) The necessity for meeting the military demand at all times without 
delay, particularly where abnormal or fluctuating military demand makes 
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private sources or operation impractical to the extent that the current or 
mobilization need cannot be met. 

(3) The need for maintaining facilities for the training of personnel (for 
operation in a zone of action or advance base or overseas operations where 
comnmercial facilities will not be available) where an organized training pro- 
gram for the type of skills involved, specifically requires the use of the facility 
in question. 

(4) The danger of compromising information which would aid potential or 
known enemies, or which would otherwise be prejudicial to the interests of 
the United States, where adequate provision can be made only through 
Government operation. 

(5) The product or service cannot be obtained from private sources at a 
reasonable price, whether by reason of lack of competition or for any other 
reason. 

(6) Any other criterion demonstrating a particular Government operation 
to be in the public interest, when approved by the Secretary of Defense. 

b. In those instances where it has been determined that a commercial- or 
industrial-type facility or activity should be continued, reactivated, or established, 
maximum use of existing facilities will be made on a cross-serving basis, provided 
such use is consistent with the policies expressed under a above. 


IV. PROGRAM RESPONSIBILITY 


a. The Assistant Secretary of Defense, Supply and Logistics, will: 

(1) Be responsible for developing a continuing Department of Defense 
program designed to meet the objective of the policies established in Sec- 
tion III hereof. 

(2) Promulgate instructions applicable to the military departments. 

(3) Review the programs and findings of the military departments, and 
refer to the Secretary of Defense for decision those cases or findings which 
remain unresolved after discussion with the appropriate Departmental 
Secretaries. 

(4) Notify the Secretary of the Military Department concerned of the 
decision reached with respect to each of the findings submitted for review. 

b. The Secretaries of the Military Departments will: Develop and carry out 
continuing programs for the analysis and review of commercial and industrial 
facilities and activities under instructions promulgated in accordance with the 
provisions of a above. 


V. EFFECTIVE DATE AND CANCELLATION 

This directive is effective immediately, and supersedes DOD Directive 4100.15 
dated February 8, 1955. 

C. E. Wison, 
Secretary of Defense. 

Mr. Lanreuer. Under this policy and the criteria set forth therein, 
the factors of national security and economy are fully considered. 
No commercial- and industrial-type facility of the Department of 
Defense will be terminated where: 

1. The military demand for the product or service cannot be met 
by private industry at all times, including a period of mobilization, 
without delay; or 

2. The facility is required for the training of personnel for operation 
in a zone of action or advance base or overseas operations where com- 
mercial facilities will not be available; or 

3. There would be a danger of compromising security information 
which would be prejudicial to the interests of the United States; or 

4. It is ascertained that the product or service cannot be obtained 
from private sources at a reasonable price, whether by reason of lack 
of competition or for any other reason. 

It might be well to point out that Government competition with 
private enterprise basically falls into two general types: 

1. Services to the public which are usually started as a result of a 
general policy decision of the executive branch and the Congress, and 
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2. Services to the Government with no direct service intended for 
the general public. 

The second type usually stems from an administrative decision 
within a department of the Government. It is the latter type to which 
the Department of Defense program has application inasmuch as 
the other type of activity is conducted by other agencies of the 
Government. 

Our program for the most part involves those activities generally of a 
small business nature which started due to circumstances of war and 
emergency situations over the years. These commercial-type opera- 
tions tend to perpetuate themselves long after the emergency is over. 
As a result the trend has been toward an increase of military commer- 
cial and industrial type activities which are not essential to the 
military mission. In addition, in our program the problem of getting 
the Government out of nonessential commercial activities is matched 
by the need of preventing new operations unless the essentiality to the 
military mission is established. 

I believe that the problem at hand has been overemphasized in 
terms of the type and number of facilities which are to be discontinued 
and the number of employees affected by the discontinuance. To 
date, we have submitted to your committee, pursuant to section 638 
of the Department of Defense Appropriations Act for fiscal year 1956, 
a total of 56 facilities which we intend to discontinue. You will 
note that these facilities are confined to such activities as ropemaking, 
cobbler shops, office-equipment repair shops, coffee roasting, paint 
manufacturing, and similar activities of small operation. The total 
number of personnel which will be affected by the discontinuance of 
all these activities amounts to 848. Of this number, 308 will be 
military personnel which might more appropriately be assigned to 
more important military duties. Furthermore, with regard to the 
540 civilian personnel, the proposed discontinuances will not result 
in the dismissal of all such employees inasmuch as many of them will 
be transferred to other work within the Department conducting the 
activity. 

I would now like to discuss a question which apparently has arisen 
in connection with our recent submissions to your committee, and that 
is the question of economical soundness of the proposed discontinu- 
ances. More specifically, the question has been raised as to the relative 
cost of Government operation of a particular facility as compared to 
the price for which the product or service could be obtained from 
private enterprise. As noted in several past congressional reports 
the element of comparative cost is an extremely uncertain factor for 
consideration. 

At an early stage in the defense program, prior to the issuance of 
Bureau of the Budget Bulletin 55-4, an attempt was made to secure 
detailed cost data on some of the activities affected. As these studies 
progressed it became clear that cost accounting methods of the 
Government did not provide an accurate basis for comparing the 
Government unit cost with the price of obtaining the same product or 
service from private industry. In comparing the cost of Government 
operation of a commercial type activity against the contract or pur- 
chase price from private enterprise for the same goods and services, 
it was found the Government cost accounting differs from private 
business accounting in that all costs in Government operations are 
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not segregated and distributed to a single product or service. For 
example, certain costs outside the local operation are charged to other 
accounts and are not later distributed to the individual products or 
services. Furthermore, in cost accounting many of the overhead cost 
factors must be arbitrarily set, therefore, the cost comparisons cannot 
be precise. 

Accordingly, in its review program the Department of Defense has 
found that because of the infeasibility of making accurate cost com- 
parisons the factor of relative cost must be limited to the question of 
the ability of the Government to obtain the products or services from a 
competitive private industry at reasonable prices. 

I don’t want to create the impression that cost is completely 
eliminated from consideration in our program. Where the Military 
Department concerned is of the opinion that industry cannot furnish 
the product or service at a reasonable price due to the lack of competi- 
tion or for any other reason, it is directed to analyze the comparative 
costs of Government operation with the current price quoted by the 
industry. In this limited situation, such cost evaluation thereupon 
becomes a factor for consideration. 

With respect to the Department of Defense review program, in 
general, I wish to point out that we are pursuing this program with 
great care. We are endeavoring to follow as closely as possible the 
recommendations which have been made by Congress. We are 
endeavoring to scrutinize more closely the establishment of new 
commercial and industrial type facilities in the belief that the best 
way to stop the increase of commercial and industrial facilities not 
justified under our policy is by not allowing them to start in the first 
place. 

In view of the great physical area over which these activities are 
spread, an orderly § systematic review is necessary if this program is to 
be effective. Therefore, in order to reduce our task to manageable 
proportions, the review of existing facilities is made on what we call 
an increment basis, keeping in mind the capabilities of the military 
departments to follow up such listings by actual analyses. Accord- 
ingly, we periodically publish lists of specific categories of existing 
commercial- and industrial-type facilities in continental United States 
and Territories of Alaska and Hawaii for review. 

The first increment listing 14 categories of facilities was issued on 
March 8, 1954. 

The second, listing 18 categories on June 28, 1954. 

The third, listing 10 categories on October 13, 1954. 

The fourth, listing two categories on May 16, 1955. 

The fifth, listing one category on September 30, 1955. 

The sixth, listing 24 categories on December 12, 1955. 

In addition a study of certain military printing plants is also under 
way. 

The number of individual facilities included within the six incre- 
ments already established and printing plant studies totals approxi- 
mately 1,600. We plan to schedule additional increments of facilities 
for review in order to assure continued progress in this program. It 
is hoped that this program will be completed by the end of 1958. 

To date 838 analyses have been submitted to the Office of the 
Secretary of Defense for review. The current status of these cases 
is as follows: 
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Discontinued prior to the enactment of sec. 638___.__._....._._._.-_---- 171 
Discontinued or to be discontinued after enactment of sec. 638 but sec. 638 

ak xs vicina nabs ksi eee cnbeleh danétin oat Gebdedethn ba 8 
Scheduled to be discontinued and referred to the Appropriations Com- 

UNTIL UNS 0 a ee Nae ee ee aes lee 56 
Scheduled to be discontinued but not yet submitted to the Appropriations 

INURE INN niles he a cece badacandnnwamew cbGLn 32 
Approved by OSD for continued operation____..__............------.-- 189 
Analyses still in the process of review by OSD______---_---_---.---_--- 382 


If the basic principle that free competitive enterprise should be 
fostered by the Government is to be supported, a policy must be main- 
tained by the Department of Defense not to engage unnecessarily in 
the operation of commercial and industrial type activities. Our 
present program is designed to carry out such a policy. 

That concludes my statement, Mr. Chairman. 


PARTICIPATION OF MR. LANPHIER IN PROGRAM 


Mr. Manon. Thank you very much. It was a very interesting 
statement, Mr. Lanphier. 

Did you write the statement? 

Mr. Lanpuisr. I participated in a great part of it. It was not 
handed to me this morning, if that is what you mean. 

Mr. Manon. My point is, do you actually know about this, or is this 
something that has been worked up by the staff and something that 
you have presented to us? 

Mr. Lanpuimr. I think that I know about it in quite some detail, 
as I have signed out a great many of the letters to your committee 
for enclosure, and I have gone over many of those that Mr. Pike may 
have signed to you before they were signed out of our office. 

Mr. Manon. Have you made any study yourself of the issues 
involved here? 

Mr. Lanpuisr. I believe that I have heard a great many of the 
issues brought up from time to time. 

Mr. Manon. Who works most closely with this in the Department 
of Defense? 

Mr. Lanpurer. Colonel Leary is our staff director in charge of the 
review of these programs. 

Mr. Manon. Colonel Leary, what is your background? 

Colonel Leary. Well, first, I am in the Marine Corps. I have been 
in the Marine Corps since 1936. Before then I went to college and 
received a bachelor of arts degree in economics. I suppose that is 
about as far back as you want me to go. 

Mr. Manon. Have you had any business experience besides your 
military service? 

Colonel Leary. Nothing except while going through school. 

Mr. Manon. How have you been able to get the business approach 
to this thing? Have you consultants, or advisers who are business 
people? 

Colonel Leary. In our office we have three professionals. One 
man was quite sick a while. We get our hand on anybody in Gov- 
ernment that can be of any assistance. We just act as a staff co- 
ordinator, and if we have questions on any facet of industry 
capabilities, or anything like that, we use whoever we can get our 
hands on. 
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Mr. Manon. I would not regard you as anything approaching an 
expert in the field of Government in business, and I am sure you 
would not so regard youself. 

Colonel Leary. That is right. 

Mr. Manon. Who has a business background and understanding? 
Who has worked on this thing and made these determinations. 

Mr. Lanputer. Mr. Chairman, prior to July of 1955, we had Mr. 
Dersheimer, who was an officer of the Spreckle Sugar Co., who was our 
staff director, and he was principally responsible for speeding up and 
initiating the standards under which our reviews would be conducted. 
Unfortunately, Mr. Dersheimer had a heart attack in July and we 
have not been able to replace him as of the present time. The basic 
guidance from the staff level was given by Mr. Dersheimer who came 
with us in the spring of 1954. 


DECISION ON CLOSING ACTIVITIES 


Mr. Manon. By what technique have you gone out to certain 
places and said, ‘““This is a business enterprise in which the Govern- 
ment should not be engaged?” 

Mr. Lanpuier. First of all, we receive a report from each military 
department outlining the business and their own determination as to 
whether or not they feel it can and should be closed. 

In many cases we have their statement, No. 1, about it, before we 
ever come into the picture. We also review their statement and if 
they do not believe that it should be closed, we question it. We 
have made inspection trips to the facilities where necessary. We 
have called upon the Department of Commerce for information of 
that type of activity wherever it was necessary. We have used any 
office of Government that we can call upon with regard to the special 
situations that may arise. 


RECOMMENDATION OF SERVICES 


Mr. Manon. You have suggested in your program that up to date 
56 facilities be discontinued. Did the services in each instance recom- 
mend the discontinuance of these 56 facilities? 

Colonel Leary. In the majority of cases they did, yes, with the 
exception of the coffee roasting, the ropewalk another, and the paint 
manufactory. Those are the only ones that I can remember offhand 
where they initially determined they should be continued. 

Mr. Manon. They initially determined that they should be con- 
tinued? 

Colonel Leary. Yes. 

Mr. Manon. You said “offhand.”’ 

Before our hearings are concluded tell us if there are others after 
making a more careful check. You may supply that information. 

(The information is as follows:) 


FacILItIES WHICH WERE INITIALLY RECOMMENDED FOR CONTINUED OPERATION 
BY THE ReEspEcTIVE MILITARY DEPARTMENTS 


Coffee roasting: 
Atlanta General Depot, Atlanta, Ga. 
Auburn General Depot, Auburn, Wash. 
Naval Supply Center, Oakland, Calif. 
Naval Supply Activity, New York, N. Y. 
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Ropewalk: — 
Naval Shipyard, Boston, Mass. 
Paint manufacturing: 
Naval Shipyard, Mare Island, Calif. 
Naval Shipyard, Norfolk, Va. 
Recruiting publicity printing plants: 
Army: Fort Jay, N. Y. 
Marine Corps: Philadelphia, Pa. 

Mr. Manon. Did they ever become converted to the position that 
these changes should be made? You said that initially the Navy was 
opposed to the ropewalk and paint shop discontinuation. 

Colonel Leary. That is correct. 

Mr. Manon. Now, did they ever come back and say on further 
study we feel that their work should be discontinued? 

Colonel Leary. No. The way it worked was this: After the 
studies have been gone over a letter goes back to the department con- 
cerned saying, ‘‘Based on the program and policy it is our opinion 
this activity should not be continued unless you have some compelling 
reasons.”’ 

In each case we had no other compelling reasons brought forth. 

Mr. Manon. How many ropewalks? 

Colonel Leary. One ropewalk. 

Mr. Manon. How many paint shops? 

Colonel Leary. Two. 

Mr. Manon. And all of this is Navy? 

Colonel Leary. Yes. 

Mr. Manon. What else was there? 

Colonel Leary. Two Navy coffee-roasting plants and two Army 
coffee-roasting plants. 

Mr. Manon. Where are they? 

Colonel Leary. The rope-walk plant is in Boston, 1 paint factory 
is in Norfolk, and the other is at Mare Island, Calif., and then the 
coffee plants, there is 1 in Brooklyn, N. Y., and 1 in Atlanta, Ga., 
Auburn, Wash., Oakland, Calif. 

Mr. Manon. It would be interesting if we had before us the 
arguments of the services as to why they thought these operations 
should be continued by the Government. In fact, we need that 
information. I would like to have it. You had it. Why should we 
not have it? 

Colonel Leary. We have a working copy of our draft here with us 
just in case that came up. The studies are quite lengthy. 

Mr. Manon. I am interested in why the services said that they did 
not want these discontinued. We want to hear their arguments. 

Colonel Leary. We have the recapitulation. 

Mr. Manon. While Colonel Leary is looking there, Mr. Lanphier, 
are these projects which we have discussed the only ones that are 
controversial, insofar as you know, in this list of 56—Controversial 
from the standpoint of any of the services? 

Mr. Lanputer. I believe those represent the only controversial ones. 

Colonel Leary. The only ones in the list of 56. 

Mr. Manon. And these are seven? 

Colonel Leary. Seven. 

Mr. Manon. How much personnel is engaged in these seven, and 
what is the relative expense of the operation? 

Mr. LanpuHIeEr. I believe that is in the submission given you. 
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Mr. Mauon. I would like to have it right here for the record. 
You do not have to read it out right now. 

Colonel Leary. In the coffee roasting, 91 civilian personnel in- 
volved altogether. 

In the rope walk, 70 people involved. 

In the paint factories, together, 103. 


VALUE OF PLANTS 


Mr. Manon. What is the value of these plants that have been 
doing this work, like the coffee roasting, or the paint work, and what 
would be done with this property in the event this work is discon- 
tinued? What would we salvage out of this? 

Colonel Leary. I would have to look into each of the studies to 
find out what the value of the plants is. It is readily available. 

Mr. Manon. All right. 

Colonel Leary. Do you wish me to do that right now, sir? 

Mr. Manon. You may be looking for it. 

Colonel Leary. As far as the disposal of the plants is concerned, in 
our office we work up to the decision to discontinue an activity, and 
then somebody else takes up the ball. Exactly what would happen 
in each one of these cases I am not prepared to answer. 

Mr. Manon. As we go along be sure to present to us that type of 
information. 

Mr. Lanputer. They will vary greatly as to what can be done. 
Sometimes they are a physical separate entity and could be sold as a 
piece of real property. In other cases they may be closed and held 
to be used in the event of an emergency. 

Mr. Manon, That would be a little silly, would it not, from the 
standpoint of economy? 

Mr. LanpuiErR. Generally speaking it would. I doubt if that 
would happen in many cases, because one of our determinations is that 
the commercial market is capable of supplying the demands both in 
peace and in time of war. 

Another problem occurs where some of these facilities are located 
within an existing military installation. I believe the ropewalk is in 
the Navy yard at Boston. We do not sell the Navy yard, so we close 
down that portion and use the space it occupied in the Navy yard for 
something else. You have a great variety of conditions ‘that may 
exist with regard to the property itself. 

Mr. Manon. Why do you say “ropewalk’”? How did we get 
that term? 

Mr. Lanpuinr. That is a term generic to the art of making rope, 
in which, literally, men walked with each strand and twisted it as 
they made the rope. I think the ropewalk was founded in 1834 or 
something, and it is used primarily now for an experimental place to 
try out those materials, rather than for the production of rope in any 
quantity for the use of the Navy. The term “ropewalk” is used both 
by industry and in the case of this one Navy facility. As I say, it is 
generic to that type of work. 

Colonel Leary. May I add something with regard to the Congress- 
man’s question? 

Mr. Manon. All right. 
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PRINTING PLANTS 


Colonel Leary. In answer to your question of which plants the 
Departments wished to continue, we also had two printing plants 
added to the ones I gave you. 

Mr. Manon. Two printing plants they did not want to discontinue? 

Colonel Leary. That is correct. 

Mr. Manon. Who did not want to discontinue them? 

Colonel Leary. The Army had a printing plant in New York and 
the Marine Corps had a printing plant in Philadelphia. The Joint 
Committee on Printing way back in 1954—possibly the end of 1953— 
recommended that the Marine Corps plant be discontinued and 
consolidated with thé Army plant. It ended up that both plants 
would be discontinued. The disestablishment of those two printing 
plants has been approved by the Joint Congressional Committee on 
Printing. 

Mr. Manon. The services do not want to discontinue them? 

Colonel Leary. No, sir. 

Mr. Manon. You mean, ‘Yes, sir.”’ 

Colonel Leary. They do not want to discontinue; yes. 

Mr. Manon. Are you in a position to provide us with their argu- 
ments? We would rather have their arguments than yours on that 
particular matter. Of course, we could call them in and get them. 
You are not the people who are going to argue for that side of the 
fence, so to speak. 

Colonel Leary. On the printing plants? 

Mr. Manon. We want it on all of them. 

Colonel Leary. I am ready to start on what we have here. 

Mr. Manon. But your memoranda would be slanted towards your 
viewpoint rather than towards theirs. It would be a lot of trouble 
to get all those people up here. 

Mr. Lamputer. Basically, Mr. Chairman, we get many reasons 
why the services feel they should continue them. The decision is 
made by the Secretary of Defense through the counsel of our office. 
Many times that does override service considerations. 

Mr. Manon. That is all right and we have no objection to it. 
But since we are going to evaluate we want to evaluate what we 
think the quality of your judgment was in making these determina- 
tions. We can only evaluate it by hearing both sides, as I see it. 
You are providing us with just one side here, as I see it. We will 
have to get the views of the other side from some other source if we 
are going into this intelligently. 

Do they not submit their objections in writing? 

Colonel Leary. Yes, sir; but they are voluminous. You do not 
want to take the time to listen to all of their objections. 

Mr. Manon. Surely they bave a summary. 

Colonel Leary. That is what I have here. I can read it. 

Mr. Mauon. Who prepared the summary. 


PAINT FACTORIES 


Colonel Leary. I have one from the Navy on their paint 
manufacture. 

Mr. Manon. Did they prepare the summary? 

Colonel Leary. Yes. 





13 


Mr. Manon. The Navy prepared it? 

Colonel Leary. Yes. 

Mr. Manon. That is all right. 

Colonel Leary. They prepare something, and then the OSD re- 
views it. Do you wish me to read this? 

Mr. Manon. Yes; read that. 

Colonel Leary. I will read the text. The beginning is all the in- 
troduction. 

Mr. Deane. Off the record. 

(Discussion off the record.) 

Colonel Leary. It is signed by Mr. Fogler on December 6, 1954, 

Mr. Manon. This is for what plant? 

Colonel Leary. These are the two paint manufactories. 

Mr. Manon. Two plants? 

Colonel Leary. Yes. 


I have determined that the operation of the Navy paint factories should be 
continued but at a reduced level—— 


Mr. WicGteswortH. Pardon me; who is this speaking? 

Mr. Lanpuier. Mr. Fogler, Assistant Secretary of the Navy for 
Procurement and Materiel. 

Colonel Leary (reading): 

The facilities will engage in conducting research and development work, making 
associated pilot production runs of newly developed paints and processes, and will 
limit recurring production to paint having ship-bottom and ship-tank application, 
including plastic and vinyl type. Productions will be reduced from approximately 
3,356,000 gallons to about one-third that amount under the reduced level of manu- 
facture. The types of paint which will be manufactured by the Navy will have 
important military implications for which corresponding requirements do not 
exist in private commercial ship operations. I will advise you at a later date of 
the types and quantities of paint that will be manufactured under this reduced 
level of production, the number of personnel necessary to support this level, and 
the date by which production will be phased down to this reduced level without 
jeopardizing logistics support. 

That was the end of that one on the two paint factories. 

Mr. Manon. And that was overridden? 

Colonel Leary. That is correct; yes, sir. 

Mr. Manon. Let us hear the arguments submitted by the services 
with respect to these other plants. Identify this thing well enough 
so that we will understand. 

Colonel Leary. Now I have picked up the one on the ropewalk, 
operating in Boston Naval Shipyard, Mass. This again is also signed 
by Mr. Fogler, Assistant Secretary of the Navy, dated December 6, 
1954. It is confidential except—by itself this is not confidential. I 
will read the most important paragraph. 

I have determined that the ropewalk should be continued but at a reduced level 
of operation. The function of the facility will be limited to research and develop- 
ment, including necessary minimum production to prove manufacturing feasibility 
and to maintain the plant in ready condition. I will advise you at a later date 
of the number of personnel required at the reduced operating level together with 
associated production data and the date by which production may be phased down 
to this reduced level without jeopardizing logistics support. 


Mr. Wiaciteswortu. Is that the recommendation that is before 
this committee at this time? 

Colonel Leary. No, sir; I am reading now the recommendation 
initially submitted by the Department of the Navy. 

Mr. Manon. To the Department of Defense. 
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Mr. WiaeieswortnH. To the Department of Defense? 

Colonel Leary. That is correct. 

Mr. Deane. Mr. Chairman, I note the 1954 date. 

Mr. Lanpuier. That is right. 

Mr. WiaGLeswortH. The Department of Defense reached a dif- 
ferent conclusion; is that correct? 

Colonel Leary. That is correct. 

Mr. Manon. When you acted adversely the Navy was given an 
opportunity to provide additional arguments and information, but 
apparently had nothing additional to submit? 

Colonel Leary. Well, I do not have that file with me, but from 
what I remember on this—for example, on the paint, the Navy did 
come back, I think, with reasons of technical difficulty. 

Mr. Manon. Let us have that before we finish the hearing. Will 
you be sure we get that? 

Colonel Leary. We have that. 

Mr. SHEPPARD. Will the chairman yield? 

Mr. Manon. Be sure that we get that before the committee as a 
part of this discussion with respect to the paint shops. 

(The information is as follows:) 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, December 6, 1954. 

Memorandum for the Assistant Secretary of Defense (Supply and Logistics) 

Subject: Commercial and industrial-type facilities review program (Navy paint 
factories). 

Enclosure: (1) BUSHIPS Itr QM/3 (701A) ser 701A—19 of 14 Jul 1954 w/encel (1) 
(Review and Analysis of the Paint Manufacturing Shops at the Norfolk and 
Mare Island Naval Shipyards) and first endorsement thereon. 

1. Enclosure (1) is forwarded as requested in your memorandum of August 5, 
1954. 

2. I have determined that the operation of the Navy paint factories should be 
continued, but at a reduced level. The facilities will engage in continuing research 
and development work, making associated pilot production runs of newly devel- 
oped paints and processes, and will limit recurring production to paint having 
ship bottom and ship tank applications, including plastic and vinyl types. Pro- 
duction will be reduced from approximately 3,356,000 gallons to about one-third 
that amount under the reduced level of manufacture. The types of paint which 
will be manufactured by the Navy have important military implications for which 
corresponding requirements do not exist in private commercial ship operations. 
I will advise you at a later date of the types and quantities of paint that will be 
manufaetured under this reduced level of production, the number of personnel 
necessary to support this level, and the date by which production will be phased 
down to this reduced level without jeopardizing logistic support. 

R. H. Foauer, 
Assistant Secretary of the Navy (Material). 





THE SECRETARY OF DEFENSE, 
Washington, D. C., December 20, 1954. 
Memorandum for the Secretary of the Army, the Secretary of the Navy, the 
Secretary of the Air Force. 
Subject: Commercial and industrial activities. 
Reference: (a) DOD Directive 4100.15. 


The President has expressed a concept that the Government should not be 
in competition with private business unless it is actually necessary to do so, and 
that activities traditionally performed by private citizens should be returned to 
them. Certain military operations have been specifically mentioned. The state- 
ments of the President, the widespread interest in this program in industry and 
in the Congress requires a far more aggressive approach to our program. 
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2. Reference (a) does not meet the expressed intention of the President. For 
this reason I have directed a revision of this directive. 

3. I have asked the Assistant Secretary of Defense (Supply and Logisties) to 
recommend to me which commercial or industrial activities should be established, 
continued, placed in standby, or eliminated. He will request the opinions of the 
Secretaries of the respective Departments in regard to these matters in each 
instance. 

4. In the case of coffee roasting, paint and rope manufacture, I feel that they 
should be discontinued as Government operations as soon as arrangements for 
the products or services can be made, unless you see compelling reasons to the 
contrary, in which case they should be brought to my attention. 

C. E. W ILSON. 


FEBRUARY 4, 1955. 
Memorandum for the Secretary of Defense. 


Subject: Commercial and industrial activities. 
Reference: (a) SECDEF memo of 20 Dee 1954. 
(b) ASTSECNAV(MAT) memo to ASTSECDEF (S&L) of 6 Dee 1954 
(Ropewalk). 
(c) ASTSECNAV(MAT) memo to ASTSECDEF(S&L) of 26 Jan 
1955 (Coffee roasting). 

1. In reference (a), you expressed the belief that coffee roasting, rope, and paint 
manufacturing should be discontinued as Government operations unless there are 
compelling reasons to the contrary. I have again reviewed these matters and 
present in this memorandum my actions regarding the rope and paint manufac- 
turing facilities. Operations of the Navy coffee-roasting plants is being discon- 
tinued as indicated by reference (c). 

2. In my previous memorandum, reference (6), I had proposed the discontinu 
ance of all but the research and development work at the ropewalk. I have now 
determined that the entire operation should be discontinued. It would be un- 
economical and disruptive to close the facilities precipitously ; however, the manu- 
facture of rope by the Navy will be phased out completely within 6 months. 

3. I have instructed the Chief of the Bureau of Ships to discontinue the manu- 
facture of paint with the exception of ship-bottom paints. Certain ship-bottom 
paints are unique to the Navy, were developed by the Navy, and are used almost 
exclusively by the Navy. There is a compelling military requirement that these 
paints meet rigid performance specifications in order to assure fleet readiness, 
This reliability factor is so important that I am reluctant to discontinue the manu- 
facture by the Navy of these items until we have assurance that the commercial 
market can produce them satisfactorily for the Navy. 

4. As I mentioned to Mr. Keogh and Mr. Dersheimer of your staff, I will be 
glad to review the manufacture of ship-bottom paints after the Commerce Depart- 
ment submits its report on the matter. 

R. H. Foauer. 
Assistant Secretary of the Navy (Material). 


a 


THe SECRETARY OF DEFENSE, 
Washington, February 8, 1956. 
Memorandum for the Secretary of the Army, 
the Secretary of the Navy. 
Subject: Commercial and industrial activities. 


1. Please refer to the closing paragraph of my memorandum on the above sub- 
ject, dated December 20, 1954. concerning termination of coffee roasting, paint, 
and rope manufacturing activities. A month has now elapsed and compelling 
reasons have not been advanced. 

2. Accordingly, it is requested that you advise me by February 18, 1955, as to 
steps which have been taken or planned to phase out the operations in question 
together with target dates for closing each facility affected. 

3. Your general plan for the inactivation of the facilities affected should be 
coordinated with the Assistant Secretary of Defense (Supply and Logistics). 


C. E. WILSON. 


71442—56——2 
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THe SECRETARY OF DEFENSE, 
Washington, D. C., April 6, 1955. 


Memorandum for the Secretary of the Navy 

Subject: Commercial and industrial activities. 

References: (a) Assistant Secretary of the Navy (Mat) Memo to Secretary of 
Defense, February 4, 1955; (6) Secretary of Defense Memo to Secretary of 
Navy, February 8, 1955. 

Enclosure: (1) Letter from Department of Commerce, BDSA, to Assistant Secre- 
tary of Defense (8S. and L.), March 1, 1955. 

In reference (a) the Department of the Navy expresses reluctance to discontinue 
the manufacture of ship bottom paints until such time as the Department of the 
Navy is assured of the ability of private industry to provide paints which will 
meet the rigid performance specifications of the Navy. 

The reasons given by the Department of the Navy for continuing the manu- 
facture of ship bottom paint might suffice if the objective were to justify the 
activity. However, DOD Directive 4100.15 dated February 8, 1955, requires an 
analysis from the standpoint of determining whether or not the industry i is capable 
of meeting the Navy’s requirements. Accordingly, it is considered necessary to 
collaborate with the paint industry in working out the steps necessary to procure 
all paint requirements. 

Full discussion of the subject matter of reference (a) relating to paint was held 
with staff members of the Business and Defense Services Administration, Depart- 
ment of Commerce, and that agency was requested to report to us on the matter 
after consultation with representatives of the paint industry. The reply from the 
Department of Commerce is forwarded herewith as enclosure 1. It is considered 
that the program developed by BDSA with members of private industry is realistic 
and practical, and should allay the apprehensions and misgivings of the Navy 
regarding bottom paints produced outside Navy establishments. 

It is requested that enclosure 1 be reviewed in accordance with paragraph 4 of 
your memorandum of February 4, 1955. Unless compelling reasons can be shown 
why bottom paints cannot be adequately provided from commercial sources, I 
will appreciate receiving as promptly as practicable information on your plan to 
phase out of this type of operation. 

C. E. Witson. 


DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington, D. C., March 1, 1955. 
Hon. Tuomas P. PIKE, 
Assistant Secretary of Defense, Supply and Logistics, 
Washington, D. C. 

Dear Mr. PIKE: At a recent meeting of our respective staffs the performance 
in service of certain ship bottom paints produced by the Navy Department was 
discussed. This performance is a compelling military requirement, and its assur- 
ance must be established in order for the Navy to discontinue manufacture and 
to obtain these paints from private suppliers. 

The subject of qualifications of private suppliers was also discussed. 

The Department of Commerce was requested to make report and recommenda- 
tions on these matters. We have consulted with our specialists and those of the 
paint industry, and beg to advise as follows 

The technology of the Navy’s hot plastic antifouling ship bottom paints is 
well known to the paint industry. With the exception of 162,000 gallons produced 
for the Nav y last year, industry has not developed and marketed exact duplicates 
of the Navy’s formulations, for the reason that the Navy market has been closed 
to them. 

Any modern well-equipped varnish factory with modern control laboratory 
facilities has the basic equipment and accessories to duplicate Navy’s paint 
formulations when these formulations are made known. The number of such 
competent suppliers assures a competitive market. 

Performance specifications for these paints have not yet been fully developed. 
In view of the importance of the performance of these paints to fleet readiness, 
performance specifications should therefore not be solely relied upon for its assur- 
ance, regardless of the source of the paints. This statement applies until such 
time as experience data definitely establishes that the specifications are sound, 
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and that test methods have been developed which determine performance under 
all service conditions in advance of application of the paints to the vessels. 

Pending this time, the best possible assurance that ship bottom paints manu- 
factured by private suppliers meet performance specifications to the extent that 
these specifications are met by paints produced by the Navy lies in assurance that 
the paints are identical, and that they are applied in the same way. These 
assurances are positive, and even when the shortcut of using performance specifica- 
tions is employed, spotchecks are necessary from time to time to assure that the 
paints and their application have not drifted from specifications. 

Assurance of procurement of identical paints lies in product specifications and 
inspection methods used widely by the Navy in procurements. Control of 
methods of application of the paints lies solely with the Navy. 

Regarding qualifications of private suppliers, should procurement be accom- 
plished by advertised bids awarded solely on the basis of low bid, awards could 
be made to some suppliers whose qualifications at the present time could be sub- 
ject to question. In view of the importance of this procurement, negotiated 
bids from qualified suppliers, as determined by the Navy, should be used. 

In view of the above and in accordance with your request, we make the follow- 
ing recommendations for your consideration: 

1. That the phasing out of manufacture by the Navy of ship bottom paints 
be based on the following: 

(a) The development of purchase specifications for each paint, assuring 
duplication by the supplier of the characteristics of those paints as produced 
by the Navy, and covering raw materials, formulations, process of manu- 
facture, finished product characteristics and applicable test methods; and 

(b) The development of procedures for the inspection by the Navy for 
adherence to those specifications in the course of manufacture of the paints; 
and 

(c) The development of requirements planning to provide appropriate 
lead times to the suppliers. 

2. That ship bottom paints be procured from suppliers determined by the 
Navy to be qualified by reason of: 

(a) Plant equipment capable of strict adherence to specified formulations 
and processes of manufacture, and 

(b) Laboratory facilities and staff capable of assuring adherence to raw 
material, formulation and finished product specifications. 

3. That, pending development of test methods which predetermine performance 
of the paint in service, paints be procured on the basis of specifications under 
1 (a) and 1 (b) of these recommendations. 

4, That the Navy and paint industry collaborate in the carrying out of these 
recommendations, and in the development of test methods which predetermine 
performance of ship bottom paints in Navy service. 

Yours sincerely, 

Cuas. F. HONEYWELL, 
Administrator. 


DEPARTMENT OF THE Navy, 
Washington, April 25, 1955. 
Memorandum for the Secretary of Defense. 
Subject: Commercial and industrial activities. 
Reference: (2) SECDEF memo to SECNAYV of April 6, 1955. 

1. A study with respect to the manufacture of ship bottom paint by Navy 
facilities has been initiated in accordance with reference (a). The plan for phas- 
ing-out of paint manufacturing operations will be provided to you 
within 1 month. This time will be consumed in the determination of require- 
ments with respect to development of detailed specifications, inspection pro- 
cedures and other controlling factors which materially affect phasing-out of the 
operation. 

R. H. Foaier, 
Assistant Secretary of the Navy (Material). 
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DEPARTMENT OF THE Navy, 
Washington, D. C., June 2, 1958. 
Memorandum for the Secretary of Defense. 
Subject: Commercial and industrial activities. 
Reference: (a) SECDEF Memo of April 6, 1955; (6) ASTSECNAV (MAT) 
Memo of April 25, 1955. 

1. In compliance with your desires, expressed in reference (a), for prompt 
information on my plan to phase out of the manufacturing of ship bottom paint, 
and in line with the provisions of reference (b), the Bureau of Ships has been 
directed to carry out the following: 

(a) The placement of ship bottom paint orders with private paint suppliers. 

(b) The utilization of existing inventories of raw material for ship bottom paint 
by the Navy paint factories. This will be completed by about November 1, 1955. 

(c) Establishment of satisfactory inspection procedures which will insure 
reliable performance by paint supplied from private manufacturers. 

2. The Navy expects to phase out of paint manufacturing by the end of the 


present calendar year. 
R, H. Foa.ier, 
Assistant Secretary of the Navy (Material). 
Mr. Manon. I yield to Mr. Sheppard. 


COST FACTOR 


Mr. Suepparp. Did you also have a cost factor provided by the 
Navy in the review? 

Colonel Leary. Yes, on the paint they did. They showed in their 
study by continuing paint, I think in fiscal year 1955, they had an 
alleged saving of six-hundred-and-sixteen-thousand-some-odd dollars. 

Mr. SuHepparp. Why do you use the word “alleged’’? 

Colonel Leary. Because we do not believe it. 

Mr. SHepparD. What have you done to disprove it? 

Colonel Leary. We have gone into it. We have looked over their 
cost studies on paint, and after we looked at the weighted average 
involved, on the commercial prices they used, we did not think they 
should be used as a criterion or level. Secondly, when we considered 
the factor of the Federal, State, and local taxes and added that in, 
that reduced the alleged savings again. We did not get into another 
study of cost. However, there were certain factors that were missing 
which, if they were included, would further reduce that $616,000. 

Mr. Suepparp. What were the factors? 

Colonel Leary. We have some two pages of analysis of those 
factors. 

Mr. SuHepparp. Gentlemen, I have a one-page analysis that I had 
delivered to my office, subject to my official request a few days ago, 
which carries the following information which I want to put in the 
record at this point; with the permission of the chairman, of course. 

The cost figures shown are for the 3 types of paint that constitute 
approximately 90 percent of the projected Navy production for the 
fiscal year 1955. The estimated production is in gallons in 3 varieties: 
Haze gray; primary formula 11; hot plastic formula 15HP; making 
total gallonage of 1,868,800. The Government cost of production in 
the first instance was $1.6769 and commercial procurement cost 
$2.07, which shows a reflected saving in that one item of $410,922. 
In the primary formula 11, 360,966 gallons, with Government cost of 
production $1.839 and commercial procurement cost $2.12, a reflected 
savings of $99,719.86. And in the plastics production, hot plastics 
formula 15HP, 462,534 gallons, with a Government procurement 
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cost of $2.650 and a commercial procurement cost of $2.88, or a net 
savings of $106,142.37; reflecting again a total of $616,684.23 

It is my information that the commercial gallonage that is reflected 
here dollarwise in the competitive analysis is one of a recent date. 

You say you do not agree with that cost. I am not talking about 
the amortization of taxes; I am talking about the pure dollar cost per 
gallon, and that is all. 

Mr. Lanpuier. We have an analysis based upon that statement 
here, which brings this down. The apparent saving to the Govern- 
ment would be reduced by $343,450, owing to the way in which they 
stated the cost as procured from private enterprise. They started 
out by taking as a basis the procurement of some 118,000 gallons of 
paint on 95 different procurement actions ranging in quantity from 4 
gallons up to 20,000 gallons on the various procurements, with a 
weighted average procurement of only 1,250 gallons per procurement. 
On that basis, as you probably well know, paint has a tremendous 
variation in price based upon quantity and upon cost of setting up to 
produce a given mix. Starting from that basis of price, as stated by 
the Navy in that cost analysis, we come up with a difference of savings, 
that $343,450 would be involved. 

Mr. WicGLteswortH. Thank you. 

Mr. Lanputer. In addition, if you do get into such things as taxes 
there would be an additional $113,500 for taxes. There is nothing 
taken in in the Navy costs for procurement costs incident to the 
procurement of some $3% million worth of direct materials used in 
the paint manufacture. There is no cost shown for the warehousing 
and materials handling and the costs in their inventories, which ran 
over $200,000. There is no cost allowed for packaging and prepara- 
tion of material for shipment, and the handling of the finished ma- 
terials. That is before we discuss anything on profit at all. 

Mr. FLtoop. Mr. Chairman, a matter of inquiry off the record. 

(Discussion off the record.) 


HEARING PROCEDURE 


Mr. FLoop. On the record. I have the impression here this is 
more in the nature of a grand-jury proceeding than anything else. 
We are getting only one side of this, as the chairman indicated. If 
this is to be a bona fide investigation as to whether or not certain 
items—namely, coffee, paint, rope, and printing—are or are not to 
be discontinued, in my judgment there is only one way in which this 
can be done if we want to find out. These people are not going to 
tell us everything. If they are human beings they are going to give 
us their side of the story. 

If the Army and the Marines want to maintain a printing plant in 
Philadelphia and Boston, then we should ask the Navy and the 
Army to justify why, and have these people tell us why not. The 
same thing should be done with rope, and the same thing should be 
done with coffee or anything else. If there is only a half dozen items 
in quaere here this is not the way to conduct the investigation. That 
is obvious, after the reply made to Mr. Sheppard right now. We are 
getting strictly a one-sided opinion. 

Mr. Manon. Well, the committee must make a determination not 
only as to these items which are in controversy within the Defense 
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Department but on all 56 items, of course. I think as a part of our 
testimony it is important to hear these people who are present before 
us. They are prejudiced in favor of the position which they hold; 
and I do not say that in an uncomplimentary sense. 

Mr. FLoop. That statement I have heard from the Secretary is 
clear evidence of that. He has placed his imprimatur on his position. 
That is the end of it. 

Mr. Manon. It is up to the committee after hearing these people, 
as I see it, to determine who else we desire to call in. 

Mr. FLoop. As I say, I am not concerned at this point as to how 
this is to be done, but if this is to be an investigation as to whether 
or not this is essential and whether or not it should be discontinued, 
then certainly we cannot do it the way we are doing it now, with 
just these Defense people here. At least I cannot. 

Mr. Manon. Are there any other questions, Mr. Sheppard? 


INVESTMENT IN BUILDINGS 


Mr. SHEPPARD. I have one general question and that is all. 

Why did you leave out in your general reports to the committee 
justifying your position the cost of the taxpayers’ investment in 
these buildings? 

Mr. Lanputer. I believe we stated the cost of each facility in the 
report, did we not? 

Colonel Leary. Not the report that came to the Appropriations 
Committee, sir. 

Mr. Lanpuier. We have that information. 

Mr. Suepparp. If it is in here I cannot find it, and I have gone 
through this information carefully. 

Mr. Lanpuiser. We have that information. 

Mr. SHepparp. Why did you not supply it? Would that not be a 
criterion upon which any businessman would predicate his assumptions 
or conclusions, sir? 

Mr. Lanpuier. We did not take it as a basic criteria; no, sir. 

Mr. SuHepparp. Did you take it into consideration at the time you 
were determining whether or not these operations should be main- 
tained by the military or farmed out to private business? 

Mr. LanputeEr. Not basically; no, sir, we did not. 

Mr. Wuirtten. Mr. Sheppard, will you yield to me in connection 
with the point you have raised? 

Mr. SHEPPARD. Yes. 


COST OF RESEARCH 


Mr. Wuirtten. I note that the Navy itself says that the chief desire 
for future operation is for research. When it comes to a comparison 
of cost as to whether to let the Navy go ahead with this research in 
rope making and paint manufacturing, or to contract with private 
corporations, you try to base your decision on the cost of purchasing 
paint as against the Navy making paint, are you not overlooking by 
far the most costly factor in the whole Defense Department, which is 
research? What substitute are you going to offer for the research by 
the Navy in these two activities? Who is in the field now of taking 
research contracts? Would you not have to create a new business to 
do research for the Government under contract? Should that not be 
one of the prime factors in your determination? 
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Mr. LanpuHIER. We did not take cost as the fundamental reason for 
discontinuing the Navy paint plants. So far as the research and 
development is concerned, we are definitely convniced that the Navy 
can obtain, in that type of production—and the same is true with 
rope—adequate research and development done by private industry, 
that produces those products as distinct from any of the other technical 
matters you have had presented to you where the Department of 
Defense needs research and development money for the item. On 
many of our technical items private industry does the research and 
development for the Department of Defense, and we benefit by the 
work that private industry is doing for other purposes. Also, the 
facilities exist. 

Mr. Wuirrten. In the hearings before our committee this last year 
there were statements which were such as to raise very serious question 
about your cost plus generally termed “negotiated contract’’ operation 
in the military department. The questions were so serious that our 
own subcommittee asked for an overall investigation of the procure- 
ment policies of the Department of Defense. Our investigators, 
incidentally, have been working on this for 3 or 4 months. 

I notice in the newspaper where the chairman of the Armed Services 
Committee has made a serious blast—I do not know whether he had 
wind our folks had already been investigating or not, but in recent 
weeks he has come out to point out that you are wasting millions 
of dollars, according to his statement, in the cost-plus type of opera- 
tions as against the use of competitive bidding. 

In this field of research on these particular items—and I shall finish 
with this question, Mr. Chairman—can you list for me the folks who 
have agreed to do this research on a competitive-bid basis, can you, 
on the research end of it? I am not talking of those who will manu- 
facture the paint on formulas which have already been set up, and not 
rope for which the texture and makeup is already decided, but I am 
talking about research, which will be a continuing problem as long 
as we have a nation. 

Mr. Lanputer. I do not believe I have the list of companies here. 
I have an item here on this question of who will continue, for instance, 
the research and development on rope walk. 

Mr. Wuitten. That is right. is it on a competitive-bid basis or 
on a cost-plus basis? 

Mr. SHEPPARD. On a negotiated-bid basis. 

Mr. Lanpuier. It would probably be a negotiated-bid basis. 

Mr. Wuirtten. That is really cost plus. You agree to give so much 
profit on whatever it costs. 

Mr. Lanpuier. That is all right. 

Mr. Wuirten. So you cannot say what it will cost in that field. 
That is all, Mr. Chairman. 

Mr. LanpuierR. We can monitor what money we spend on that 
contract and terminate it if the money is going out of bounds for what 
we are receiving, and that is done, always. 

Mr. Wuirren. Well, my questions are based on what I have heard 
on research and development and what you are doing on procurement 
contracts, where you still are operating under the Korean and World 
War II “crash” basis, on negotiated contracts, with nearly all of your 
procurement. You are doing that now, according to the testimony 
before the committee. 
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Mr. Lanpuier. I should like to suggest that we are appearing 
before Congressman Vinson tomorrow morning on this subject of this 
negotiated and advertised contract. I think we can explain that in 
more detail then. 

Mr. Wuirren. And the Appropriations Committee investigators 
have been investigating that forsome 3 or4 months. You are familiar 
with that? 

Mr. Lanpuier. Yes, sir. 

Mr. Manon. Mr. Lanphier, I would like to ask you a few more 
questions here. We want the same type of information as to what the 
services have said themselves in opposition to your recommendation 
with respect to all of these projects; not only paint but the others. Do 
you have that before you immediately, or will it take some time? 

Colonel Leary. It will take some time, because these are our file 
copies. 

Mr. Manon. You should have that ready to present to us in the 
afternoon session, whenever you can. 


POSITION OF THE NAVY 


Now I want to ask Commander Foley to stand. Where are you 
Commander? 

Commander Foury. Here, sir. 

Mr. Manon. According to our list of witnesses you are a repre- 
sentative of the Department of the Navy; is that correct? 

Commander Foutry. That is correct, sir. 

Mr. Manon. In what capacity do you appear here as a representa- 
tive of the Navy? Are you here to support the position of the 
De partment of Defense, or are you here to support the position of the 
Navy? 

Commander Fotny. We support the policy of the Department of 
Defense with respect to the program, completely. 

Mr. Manon. In other words, the Navy has determined that it has 
made its fight and lost, and you are here to support the Department 
of Defense; is that the point? 

Commander Foutny. That is correct, sir. We have given reasons 
why we thought certain operations should continue. The Depart- 
ment of Defense came up with what we thought, again, were better 
reasons; that is, that the product could be procured at a reasonable 
price. 

Mr. Manon. Your statement is that the Navy realizes its error 
and agrees with the logic of the Department of Defense? 

Commander Fotry. Well, the use of the word ‘‘error’’—— 

Mr. Manon. What is that? 

Commander Fotry. I should like to put it this way: That we 
thought we should retain certain facilities. 

Mr. Manon. Yes, sir. 

Commander Fotey. And we thought we advanced good, sound 
reasons. 

Mr. Manon. Yes. 

Commander Fotry. The Department of Defense analyzed those 
and came up with what turned out to be better reasons. 

ME Manon, From whose standpoint? From the standpoint of 
the Navy? 
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Commander Fouery. Our thinking turned around, to go along with 
the Department of Defense. 

Mr. Manon. Did your thinking turn around, or did you just 
acquiesce to higher authority? 

Commander Fotry. No, sir. We had an opportunity to analyze 
the reasons advanced by the Department of Defense, and were given 
an opportunity to rebut them if we thought they were inconsistent. 

Mr. Manon. Who is the top man in the Navy who knows most 
about this particular thing, Commander? 

Commander Fotry. That is handled in my Office, sir. 

Mr. Manon. You do the work? 

Commander Fotey. That is correct, sir. 

Mr. Manon. You actually do this work in your Office? 

Commander Fotry. That is correct. 

Mr. Mauon. What is your Office? 

Commander Fotey. I am with the Office of Naval Materiel. 

Mr. Manon. Who is top man in Naval Materiel? 

Commander Fotrey. Admiral Royar. 

Mr. Manon. You provide him with information which is available 
as a result of your activity? 

Commander Foury. That is correct, sir. 

Mr. Mauon. Where is Colonel Waller of the Air Force? 

Colonel Water. Here sir. 


POSITION OF THE AIR FORCE 


Mr. Manon. Colonel, are you here supporting the proposed pro- 
gram of the Department of Defense for the discontinuation of all these 
activities? 

Colonel Water. Yes, sir; ] am. We have no difference with the 
DOD on any of our projects. 

Mr. Mauon. You do not have any difference on any project? 

Colonel Waiter. No, sir. 


POSITION OF THE ARMY 


Mr. Manon. Colonel Gilman, are you here to support the recom- 
mendation of the Department of De fense? 

Colonel Gitman. Sir, Mr. Pehrson is handling that position. 

Mr. Manon. Mr. Pehrson, what about that? 

Mr. Penrson. The answer is “Yes,”’ sir. 

Mr. Manon. Is it by reason of a change in heart? 

Mr. Penrson. No, sir; it is by reason of considerations which were 
not included in the original stated Army position, particularly with 
reference to the inclusion of tax factors, as relates to coffee. 


TAX FACTOR 


Mr. Manon. When you talk of the tax factor, you would say, 
“Here is a private enterprise manufacturing coffee. If they make a 
profit they have to pay an income tax and they have to pay property 
tax on the value of the physical plant, and the Government is not 
subjected to those taxes.’’ So while you agree that the cost is higher, 
probably, for private enterprise to produce this thing for the Govern- 
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ment, you take the position that private enterprise has to have a 
higher cost because of the tax factor; is that the point? 

Mr. Peurson. The Department of Defense has included tax as a 
factor in this consideration. In the ones that were in controversy— 
the coffee plants—when you include that and expand the scope of the 
total cost operations, the economics of it indicate discontinuance. 

Mr. SHepparp. Mr. Chairman, if you will pardon me at the mo- 
ment, I should like to have a line of demarcation in discussing taxes. 
It has so many ramifications, please simplify it for me. Is the gentle- 
man addressing himself to all types of taxes—the income tax enjoyed 
by private business plus the actual physical tax on buildings and 
appurtenances—r not? 

Mr. LANPHIER. Yes, sir. 

Mr. SuHepparp. It would be rather an interesting problem to see 
how you resolve the income tax of a private corporation making 1 
million gallons of paint, when in reality they are producing some 70 
million gallons, hypothetically, to arrive at the income tax. What 
formula do you pursue to achieve that end? 

Mr. Lanpuier. If you apply a profit margin which private enter- 
prise would have, which we do not experience in Government-operated 
activities 

Mr. Wuirren. Mr. Sheppard, they could have compared it against 
the high rates that those groups pay out in negotiating research 
contracts. That would be a good indication. 

Mr. Lanputier. No, sir; we do not. 

Mr. Wuirtten. I said it was possible. 





COST FACTOR OF ARMY COFFEE PLANTS 


Mr. Fioop. Mr. Chairman, do I understand that the Army finally 
reached its decision? You were strongly in favor of a coffee plant, or 
at least you thought you were? 

Mr. Penrson. Based on the consideration of the cost of roasting 
it looked as though it was cheaper to roast the coffee in the two plants 
than to get the roasting service from commercial. However, when 
the comparison was expanded to include buying green beans and—— 

Mr. FLoop. The minute you brought in the tax questions the cost 
motive was brought to bear and you came to a question of the economic 
balance, and based upon economy, since taxes have been superimposed 
or injected into the equation, you decided for economic reasons you 
would acquiesce in the desire of the Department of Defense? 

Mr. Penrson. We accepted the Department of Defense conclu- 
sions. 

Mr. Fioop. Do you not realize that on page 2 of the Secretary’s 
report he told us that is not a factor, “Economy should not be accepted 
as a reason for Government operation,” or were you aware of that at 
the time? 

Mr. Preurson. Yes, sir. 

Mr. FLoop. You were not aware of that, were you? 

Mr. Prenrson. Mr. Lanphier’s statement indicates cost is a factor 
but is not the only factor. 

Mr. Fioop. Yes, but now I read to you from page 2 of the Secre- 
tary’s statement, and since the tax equation produced a sense of 
economy in the Army belatedly, but at least finally, you disposed of 
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your coffee roasting, even though you wanted it very badly, because 
you find out it was bad economy. Now you find out that is not a 
factor and the Secretary says so, so do you wish to reverse the Army 
position? 

Mr. Preurson. I do not believe economy has been withdrawn as a 
factor, sir. 

Mr. Fioop. What is your position, then? 

Mr. Peunrson. We have accepted the decision. 

Mr. Fioop. You want those factories back now, do you not? 

Mr. Preurson. No, sir. 

Mr. FLoop. Why not? 

Mr. Prenrson. Because it has been established we can obtain our 
coffee by more economical means. 

Mr. F.Loop. Oh, no; that has not been established. You told me 
quite the contrary. 

Mr. Scrivner. No. 

Mr. FiLoop. Now along comes taxes, and that upsets you a little 
bit, but outside of the taxes you want those factories, do you not? 
You said so once. 

Mr. Preurson. Well, the original submission of the Army on the 
subject of the two coffee plants indicated it was more economical; 
we could roast coffee more economically. However, the scope of our 
analysis was not as comprehensive as it later became. 

Mr. Scrivner. Mr. Chairman, could I ask just one question there 
on coffee? 

Mr. Manon. Yes. 

Mr. Scrivner. In your analysis of the proposal to dispose of your 
four coffee roasting plants was there taken into consideration the 
fact that in each locality the major coffee blenders blend that coffee 
so that it will make a better coffee with the water you have locally? 

Mr. Pexurson. I am not qualified, sir, to speak on considerations 
such as that. 

Mr. Scrivner. I would think that would be one of the factors. 
You can take coffee blended for Washington water and try to make 
it with water from Texas and it does not make the same coffee that is 
brewed here. 

Mr. Manon. The Texas coffee would be better. 

Mr. Scrivner. It might be. So the Texas coffee roasters blend 
the coffee to be used with the alkali water of Texas. 

Mr. Manon. We have sweet water in Texas. We even have a 
town named Sweetwater. 

Mr. Scrivner. I think that is one of the big factors that would 
be decisive in any of these decisions; whether you are getting a better 
product at a better price. 

Mr. Lanpuier. The commercial roasters have agreed and are 
willing to make the coffee to the specifications of the Government; 
the Navy or the Army, if they differ. How the Army and the Navy 
distribute them with regard to the water used in various parts of the 
world I cannot tell you. At least they are produced to the same 
specifications currently produced in Government roasting plants. 

Mr. Scrivner. I was hoping we would get better coffee than we 
have had in some places in the military, through your local procure- 
ment. 

Mr. Lanruisnr. Whether the coffee is procured locally in Texas and 
Maine is another matter. 
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Mr. Scrivner. I would certainly think it would be. That is one 
of your big items, the cost of distribution, with your pipeline and 
everything else. 

Mr. Lanpuier. Normally, because of the quantity, contracts will 
be made in some volume for an end amount, because it means a long- 
time anticipation of the beans to be procured and stored. It cannot 
be done except in small quantities on a local procurement basis. 


BASIS FOR RECOMMENDATIONS OF DEPARTMENT OF DEFENSE 


Mr. Manon. I should like to pass on to the other members of the 
committee, but first I want to ask you one question. 

As I understand it, you insist that the Navy is in error in insisting 
that it is cheaper for the Government to manufacture the paint in 
these plants to which reference has been made. You have come here 
and pointed out certain costs that were not considered by the Navy. 

Mr. Lanpuiser. Yes, sir. 

Mr. Manon. Do you admit that after consideration of all these 
costs, strictly on the matter of economy, the Navy can carry on this 
job for less money—not as much as the Navy originally said, but for 
less money than otherwise? 

Mr. Lanpuiger. | do not know whether they can do it for any 
less or whether it would take more, until I can be supplied more 
accurate figures on the mixing elements, and the adding on of a fair 
margin of profit to a commercial manufacturer. I think we are going 
to have that for anything we buy through private enterprise. 

Mr. Suepparp. Mr. Chairman, if the gentleman cannot ascertain 
that now, how did they reach a conclusion of elimination? 

Mr. Lanpurier. In my opinion, from the cost analysis I have 
personally been over in detail, I believe that the cost to the Govern- 
ment is not going to be any more whether they buy it from private 
enterprise, even accepting the Navy’s figures and adding on some 
reasonable amount for the items that were omitted. 

Mr. Manon. Mr. Sikes? 

Mr. Stxes. Mr. Secretary, it does not appear that you have a firm 
basis upon which to make your recommendations to this committee. 
You are not in a position, apparently, to tell us what the comparative 
costs are between the Government and the commercial operations. 
It would seem that you should have that information before you come 
to a committee of Congress and ask for discontinuance of certain 
operations. 

Mr. Lanpurer. Mr. Sikes, we pointed out that first of all we cannot 
within our accounting systems that have existed precisely find out 
what we would call an accurate cost of the Government to compare 
to private industry. We find that in many cases. We have taken 
as our criteria, rather than that, the relative cost. "We can buy it on 
the competitive market at a reasonable price, where the commodity 
can be manufactured, compared to other commodities purchased in 
the civilian economy. 

Mr. Sixes. I think you should take into consideration all major 
factors. However, from the standpoint of the actual cost, you 
cannot say to us today that the Government can buy paint, for 
instance, for less money in the open market than it is able to manufac- 
ture it in a Government plant, can you? 
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Mr. Lanpuier. I cannot prove it by figures precisely; no, sir; and 
I do not believe the Navy can prove it, either. 

Mr. Manon. Will you permit an interruption? 

Mr. Sixes. Yes. 

Mr. Manon. The Navy, as I understand it, only manufactures 
certain types of paint that are not regularly manufac ‘tured by industry, 
and this is not a question of the Navy manufacturing paint generally 
for general purposes. Am I correct? 

Mr. Lanputier. Most of their paints are paints used on the exteriors 
of ships and tanks, yes. 

Mr. Manon. A paint that is not in general demand in the civilian 
economy? 

Mr. Lanpurer. Paints of a similar character, ves, are used on 
commercial vessels. It is used. They would be used in the commercial 
economy. 

One of the contentions of the Navy is that this paint is better than 
any available in the commercial economy, but it is certainly a type of 
paint which would have wide application, as I say, for commercial 
vessels, and other places in the commercial econony. It is net like a 
gun as a purely military item. 


AUTOMOTIVE REPAIR SHOPS 


Mr. Sixes. I have no disposition to keep the military in business 
when there are good reasons for taking the Government out of 
business. But I do feel that we are entitled to more information than 
you thus far have given us. I note that you sent to Mr. Cannon, 
the chairman of this committee, on January 4 a list of automotive 
repair shops for discontinuation. Is there any objection from the 
services to the discontinuance of these automotive repair shops? 

Mr. LanpuiEr. No, sir; there have not been. 

Mr. Sixes. What disposition is to be made of the facilities in these 
cases, the equipment and the buildings? There are 9 of these in- 
stallations, and they have quite a number of employees. What do 
you propose to do with the facilities? What do you propose to do 
with the equipment? What do you propose to do with the people 
who work there? 

Mr. Lanpuier. The civilian personnel would be transferred accord- 
ing to their civil-service seniority for other possible use, or would have 
to be released. The military personnel would be transferred to other 
military duties. The buildings in most cases are part and parcel of 
some military establishment and would not be destroyed or sold. 
They would be used for other military purposes. The equipment, in 
like manner, would probably be in due course used for replacement in 
areas where the automotive repair must be carried on by the military; 
say in foreign theaters 

Mr. StxEs. Does this apply only to the commercial type repair, or 
does it apply also to the repair of the strictly military-type ve hicles 
for which there might not be a know-how in the average pobebrri 
shop? 

Mr. LanpuieEr. It applies to commercial-type vehicles. 

Mr. Sixes. Only to commercial-type vehicles? 

Mr. Lanpuier. To commercial-type repairs 

Mr. Stxes. Do you have any information about the cost factor or 
other factors that brought about this decision? 
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Mr. Lanpuier. We did study costs as submitted, in which the 
Government cost submitted, on a yearly basis, was this: 

At Fort Jackson, S. C., there was a $387,958 Government cost and 
$360,483 on commercial price. That is pricing it on the basis of the 
type of repair work that was done on established prices. 

At Camp Detrick, Md., it was $71,673 on the Government cost, 
and $63,047 commercial. 

At Camp Drum, N. Y., for 6 months it was $37,907, and $28,882 
commercial. 

At Fort Holabird, Md., it was $70,263 on the Government cost, 
and $61,953 commercial. 

(The following information was submitted later:) 


Facilities on which cost studies were submitted 





Government | Commercial 
cost price 
Automotive repair shops: 

Pare MOORON, Be O.. . wo snccciccncecss pesianinan Mis gGt ip bait ills mxtbes opp peices $387, 958 $360, 483 
ce cl ae cas kee apie sdaebabe ome mpiadibie een 71, 673 63, 047 
Ce Se Oe, 0s CO MEIN) | gin ai nnn cccnocuumecedh biteeha kt Ges obid 37, 907 28, 882 
fen ee ee a. sa eneaceinmemnemewstomineead 70, 263 61, 953 
Ce ek ei ee tk oe ec 117, 266 107, 046 
Port Goocmm, N. ¥ ........< bb cebebénekddeekug nce aareheboueinktenewud 34, 496 25, 640 
og SE Ss ESSE LE ESE SS LAT PE Site ES 29, 486 28, 091 
ee Cn, ne oc a unicncdbkbanecmanuasonShiaienunwun 17, 087 14, 122 
Ce ee RS nad aa one ania desis isp ined peices pandas etna bnaed 38, 689 32, 214 





Mr. Srxes. Does that actually include dollars-and-cents cost to the 
Government, or are those weighted figures in which you have added 
to direct costs, with other factors such as taxes and maintenance? 

Mr. Lanputier. Those have not had taxes, no. They have had all 
other overhead costs, as we can attempt to allocate them. 

Mr. Sixes. But not taxes and profit? 

Mr. Lanputer. No, sir. 

Mr. Sixes. These are actual costs to the Government in dollars 
and cents? 

Mr. Lanpuier. With some allocation for administration, yes. 
Many of these shops are associated with other activities and you have 
to make an estimate on them. 

Mr. Sixes. I understand. There has been no objection from the 
military services to the discontinuance of the facilities listed? 

Mr. Lanpurer. That is right. 

Mr. Wuirren. In connection with the inquiry which Mr. Sikes has 
made about this work, you do not have separate repair shops for the 
commercial-type vehicles and the work handled by different mechan- 
ics than you have for your military vehicles structurally? In other 
words, do you have this work done in the same shop? 

Mr. LanpuiER. Some types of work might be done in the same 
shop but the work on, say, a tank versus a truck would very fre- 
quently be done in different places. The work on the engines probably 
would be done by the same type mechanics. 

Mr. Wuirren. Having been to a whole lot of military establish- 
ments, it is my understanding that what they do is to repair the 
commercial-type vehicles of that base at the same place where they 
do other automotive repairs which might be of a military type. 
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Mr. Lanpurer. Well, maybe on a military piece of equipment or 
a special Army truck, but it is a commercial-type vehicle. 

Mr. Wuirrten. If you take the commercial type—the Chevrolets 
and Fords—out of this particular class of repair and place them 
where the same type of repair is going to be made for the military 
type of vehicle, can you give us any assurance that you will cut out 
the personnel that is there now, or do you have to estimate how many 
people you can let go in just doing one as against doing both? 

Mr. Lanruter. In these cases it would mean closing down the shop 
to the extent we have indicated in regard to personnel. 

Mr. Wuittren. What do you mean by ‘‘to the extent’’? 

Mr. LAnpHIER. Well, I mean we have listed the personnel, both 
military and civilian, that would be released as a result of the action of 
stopping this activity. If there are any people in that shop who still 
must be retained for a particular repair on tanks, or mobile artillery 
units, they would still be retained, and are not included in the per- 
sonnel requirements. 

Mr. Wuirrten. I do not know the designations sufficiently to ask 
this question, but in regard to the type of vehicle which is not either 
a tank nor a gun, but your heavy-duty trucks, and various other pieces 
of automotive equipment which are strictly military but also of the 
type made by the regular automobile manufacturers, you do not plan 
to have the work done on them outside of the military shops; do you? 

Mr. Lanpuier. No. 

Mr. Wuirttren. That is, the work done on the motors and other 
similar equipment. 

Mr. Lanpurer. I beg your pardon? 

Mr. Wuittren. The motors and all that kind of equipment which 
may be very similar. You plan to keep that? 

Mr. LanpuierR. Motors would be repaired outside of that shop. 

Mr. Wuirten. In other words, on the military equipment or 
military type of equipment—evidently trucks that may have been 
built by the military—you would do all the work there on the outside? 

Mr. LANPHIER. Yes, sir. 

Mr. Wuirren. It would mean, then, would it not, Mr. Secretary, 
that if we would ever have a war again, the only people you would 
have trained for this type work w ould be the people whom you would 
send overseas to get training or experience? The only place for the 
people in the military to cet experience when you get through with 
them here would be those whom you sent overseas, and who were 
given overseas assignments? 

Mr. Lanpuier. In regard to these particular ones that have been 
decided to discontinue, or which have been selected as not being 
necessary, we would still retain enough repair work for that training 
purpose, and as indicated in the last sentence of our letter here, we 
indicate that some of this personnel would also be retained for an 
inspection of the need for repair, the kinds of repair and the adminis- 
tration of contracts which would go to these outside people. They 
are doing the same thing within the existing shops and that would 
continue. So, that basic know-how of what is wrong and how it 
can be corrected would continue to be maintained as far as personnel 
skills are concerned. 

Mr. Wuirten. Mr. Secretary, having grown up around an auto- 
mobile place myself, I can recognize that you are not a master me- 
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chanic, and neitheramI, Do you think that by these people standing 
there and watching, that such observation would be sufficient training? 

Mr. Lanpuier. No, sir; those men who have had training have had 
that training before they came to that point. 

Colonel Leary. This program does not touch any unit which is 
designated or which is thought will be deployed to a zone of action. 
It is not designed for that purpose at all. 

Mr. Wuirtren. Let us have you list the ones you will keep. You 
have listed the ones which you are going to get rid of, but let us list 
the ones you are going to keep. 

Mr. Lanpuier. All right. 

Mr. Wuirten. I want to see where the difference comes between 
the ones you keep and the ones you get rid of. 

Mr. Lanputrr. This is on automotive shops only? 

Mr. Wuirren. | would like to have those in the record, but there 
is no need in taking up the time here to do it now. 

Colonel Leary. Let me tell you about the automotive repair 
shops. The review of automotive repair shops has not quite been 
completed. What we have coming in is when the Department con- 
cerned says ‘‘We want to get out of this automotive repair business 
at this location; we want to get out as soon as we can: In regard to 
those that we are going to keep we have not made a decision on those 
yet.”’ 

Mr. Wuirtrten. I would like for them to be listed. 

Colonel Leary. We can list where they are, but we will not have 
a decision on them. 

Mr. Wuirrten. List those that you have decided to keep and those 
which you have decided to get rid of, and then list those that are still 
in the undecided category. 

Colonel Leary. The ones Ss you indicated are only the ones that the 
Department has turned in with the recommendation to close. 


Cost Comparison In Navy Paint RESEARCH 


Mr. Wuitten. We are all familiar with the pressure that has been 
on you in the Department of Defense to get out of private business. 
One cannot read the papers without being aware as to where the pres- 
sure comes from. It is very obvious that it comes from private 
enterprise. It is very popular to be for private enterprise, and I am, 
myself. We all are. However, the question here is since that is the 
popular side and everybody believes in it, are we carrying this thing 
too far? The Navy, for instance, has been engaged in the research 
phase, as you describe it, in ropemaking, since 1834, and with regard 
to these items where the service itself has been engaged in research 
activity and in connection with the paints, for instance, can you tell 
us how much of the development in paints and in ropemaking that is 
now in common use in the services comes from research by the services 
and how much comes from research by private enterprise? 

Mr. Lanpuisr. No, sir; I cannot. 

Mr. Wuirren. I would like to follow up that question and then I 
will give you all the time you want to answer. Since you cannot tell 
us what part of it has been done by the individual service and what 
part has been done by private enterprise, how can you pass judgment 
upon the question of the Navy staying in the research work as against 
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trying to farm it out by cost-plus contract to someone else? I am 
now talking about the research phase. 

Mr. Lanpurer. Because we are convinced that that research can 
be done by private enterprise instead of by the Navy 

Mr. Wuitren. Now we are getting into the field of cost, and I can 
tell you that I have listened to many of your statements on your 
negotiated contracts. I have heard those statements on the Air 
Force end of it, and if you want to hear some big figures on the cost of 
research, I would invite you to come and listen to the Air Force 
hearings. 

What is the average interest or the net dividends that you pay over 
and above cost under your negotiated contracts? I am now asking 
you for the average throughout the national defense. 

Mr. Lanpurer. | cannot tell you. 

Mr. Wuittren. What would be the average cost to make one-third 
of the amount of rope and paint the Navy is now making, for that is 
the quantity the Navy wishes to continue? 

I am talking about in a negotiated research contract what would be 
the average cost of the contractor who is doing the next similar thing 
to making one-third of the amount of paint that the Navy is now 
making experimentally? What would be the average cost under the 
existing contract? 

Mr. Lanpurer. I do not quite follow you, I am afraid. I am 
afraid I lost you. 

Mr. Wuirtren. I am sure you do not, for this reason: I am sure 
you do not have information as to what the average cost of such 
cost-plus research is in the Department of Defense for similar projects. 

Mr. LANpuHIER. I am positive I do not. 

Mr. Wuirren. But until you have figures as to what the average 
cost of a similar research contract is—both the cost to the contractor, 
plus the dividends you pay him over and above cost and under your 
negotiated contracts—how can you estimate to us what the difference 
will be if we switched from letting the Navy do this research and have 
it done by an outsider. 

Mr. LANpPHIER. We would not attempt to justify it straight on the 
basis of cost. As I say in my statement, we can obtain the supply of 
the services by a free, competitive market, and at what we consider 
are fair prices. That is our basic criteria. 

Mr. Wuairten. All right. I would like the names of those com- 
panies who have agreed to do that. Please supply a list of interest 
companies, that is those who have evidenced an interest in acce pting 
such a contract. 

Mr. SuHepparbD. Pardon me for this interruption, but I am not quite 
clear on your statements, especially in view of what you say in the last 
paragraph on page 4: 

Under this policy and the criteria set forth therein, the factors of national 
security and economy are fully considered. 

Now, you either did or you did not. Your statement says you did, 
but you have just told Mr. Whitten you have not. Which of the 
statements is true, sir? I do not want to misinterpret you, and neither 
do I want to put words in your mouth, but that is what is quoted on 
page 4 of your statement. 
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Mr. Lanpuier. I believe the statement is still proper in that it says 
it cannot be obtained at a reasonable price. 

We are taking ‘‘reasonable”’ price as reasonable where a competitive 
price is quoted to us and can get it. 


NEGOTIATED CONTRACTS 


Mr. WuirteNn. Now, I believe you said earlier, Mr. Secretary, that 
you contemplate and recognize that this would have to be done under 
a negotiated contract. 

Mr. Lanputer. It would. However, a negotiated contract can 
be very competitive, sir. Just because you negotiate a contract and 
conclude one with one contractor is no reason why in the course of the 
negotiation we do not discuss it with 5 or 6 contractors before we 
conclude the contract with one. 

Mr. Wuirten. You say that is competitive? 

Mr. Lanputer. That is more generally the case. 

Mr. Wuitrten. What companies have agreed to make a competitive 
bid, or to submit a competitive bid on the research in connection with 
ropemaking experiments and with paintmaking experiments? I 
would like the names of the companies and the addresses of any com- 
panies who have expressed a willingness to offer a competitive bid to 
carry on the work now being performed by the services. 


Cost or ContTINuED Work 


Mr. Lanputer. It has been pointed out to me that in the situation 
of the rope walk and the paintmaking and with respect to this research 
and development that the boss of the Navy shipyard will continue to 
explore methods for conservation, improvement, and substitution of 
raw materials used in making cordage, and they will develop speci- 
fications used in the procurement of cordage and will test rope which 
is procured from commercial sources. Samples of the experimental 
cordage necessary to prove determinations made in laboratory 
exploration will be procured from commercial sources and manu- 
factured under the guidance of the shipyard laboratory. We are 
going to use the Boston Rope Walk and, also, the same is true in 
regard to paint for the conduct of our research and development 
program. 

Mr. Wuirten. Now, we are getting down, Mr. Secretary 

Mr. Lanputer. We have that in every item. 

Mr. WuirtEN. We are getting down to the facts, now. When you 
get rid of this activity you are going to still keep enough of the work 
going in order to determine the proper costs. What will be the con- 
tinuing cost of carrying on the activities which you have mentioned, 
and which you contemplate continuing? 

Mr. Lanputer. I cannot tell you. 

Mr. Wuitren. How can you make this determination without 
knowing what the cost of this continuing activity is going to be to 
the service so that you can compare it with the savings by eliminating 
work and contracting the balance? 

Mr. Lanpuier. Basically what we are doing is paying the operating 
expenses. We are doing our research and development at the Boston 
Rope Walk and at the paint factories, but we are not making our 
material for consumption. We have to do that in any business. 
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Mr. Wuirtren. Instead of having a useful product as far as the 
amount of work is concerned that they experiment with, and the 
amount of paint which they experiment with—instead of having that 
quantity which we can put to use to offset this high cost of research, 
you plan to carry on the work primarily, but not to have any end 
product which can be used to offset those costs, but will buy that 
from commercial concerns? 

Mr. LaNnpuier. We are going to buy a product from the outside, 
and we will do the testing and establish the specific ations of the 
materials that are used in new developments. That is the normal 
procedure in most of our research and development work. It is 
supervised by some Government laboratory or agency. 

Mr. Wuirren. I would have to say, Mr. Secretary, that in my 
judgment you have made a poor case on abolishing the research phase 
of these activities. I cannot see where vou have the figures as to 
what the existing costs will be, and you cannot give us any figures 
as to what the probable cost will be. You have not given us the 
name of a single company which has agreed to submit competitive 
bids in this field. 

You plan to carry on the Navy operations in this regard in order 
to test paint and rope, and to do primarily the same thing which 
they are doing now, except they will not end up with any rope to use, 
nor will they end up with any paint to use. 

Mr. Lanpurer. They will have rope that is submitted to them by 
the company that manufactures it to their developmental specifica- 
tions. 

COMPANIES SUBMITTING Bips 


Mr. Wuirren. Do you have any list of these manufacturers? I 
asked a little while ago about it, but we got off on to something else. 
Can you give us the names of any companies who have agreed to 
submit any competitive bids to do this work so we can see whether 
you are going to tie it down, or whether you are going to give them 
this open sesame of the negotiated contract? 

Mr. LAnpHIER. We have not, to the best of my knowledge, con- 
cluded any negotiations with any companies in regard to rope or paint. 

Mr. Wuirren. I would like to have the names of any companies 
to whom you have directed requests for bids, and I would like to 
know whether or not any of them have submitted competitive bids, 
and if you have made no such request, I would like for the record to 
show that you have not. 

Mr. Lanpuier. We will make a note of that, and will attend to it. 

Mr. Forp. Will the gentleman yield? 

Mr. Wuirten. I yield. 

Mr. Forp. I would suggest that when those are submitted we ask 
those people to come up to testify and to tell us whether they can or 
not. I know in the case of the paint companies that they are most 
anxious and willing to do so. 

Colonel Leary. On the question of rope, the Navy does not manu- 
facture all ofitsrope. They have a long list of people from whom they 
are buying rope in the commercial mar ‘ket. 

Mr. Wuirten. If there were, there would be no question but what 
we should make a change in it, but since they are not, I seriously 
question the wisdom of cutting out the research which as J under- 
stand the Navy asked that they be permitted to carry on. 
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Colonel Leary. They will continue that. 

Mr. Wuirren. They will not continue it, according to the Secre- 
tary. They will just test the rope manufactured by other people. 

Mr. Lanpuier. They will continue the direction of the research; 
yes, sir, and the establishment of the specifications and the testing 
which is done in all of our laboratories on every product. The 
samples for testing will be procured from commercial sources with 
commercial means. 

Colonel Leary. We have a long list of bids, sir, for rope, and we 
have had them for many years. 

Mr. Wuirren. I am not talking about commercially manufac- 
tured rope. I am talking about research work in regard to rope. 

I serve on the subcommittee which handles the De ‘partment of the 
Air Force requests for appropriations, and I have listened to con- 
siderable testimony as to the many differences in cost as between the 
competitive bid approach and the negotiated contract approach. 

There are millions of dollars worth of difference in the cost to the 
Government, depending upon the type of contract, and I would like 
to find out if you are going to do this on a competitive bid basis, or 
whether vou are going to let the camel get his head under the tent 
through the negotiated contract which you now have in the field of 
research. 

Mr. Lanpurer. They will be competitive negotiated bids. 

Mr. Wuirren. You ruined your first word with your last one, in 
my opinion, Mr. Secretary. 

Mr. Suepparb. I was going to say that I am under the impression 
that at the present time the gentleman’s statement might be correct 
insofar as mechanics are concerned, but I would be extremely con- 


) 


cerned whether 3 months from now it would be the exact opposite. 
DIRECTIVE 


Mr. Deans. Mr. Secretary, this directive which was prepared 
by the Department of Defense was prepared after the passage of 
section 638? 

Mr. Lanputer. No, sir; that was prepared—the date on that is 
April 27,1955. The original directive date is November 1953. 

Mr. Deane. Do I understand now that under this particular 
directive the Assistant Secretary of Defense of Supplies and Logistics 
will determine whether or not any new establishment will be set in 
motion, or will the commanders in the various areas of the country 
within their own discretion determine what they will do as far as this 
matter is concerned? 

Mr. LAnputerR. They cannot set up a new one without approval 
from our office. 

Mr. Deane. In other words, they are getting out of the business 
from now on, and whatever is established from this point on will be 
first approved by the Assistant Secretary of Defense? 

Mr. Lanputer. That is right. 


OPERATIONS CLOSED BEFORE ENACTMENT OF SECTION 638 


Mr. Deane. Looking at this analysis on page 9, I note you say you 
discontinued 171 projects or operations prior to the enactment of 
section 638. 
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Will you prepare for the record what they generally consisted of, 
and the dates, and the number of people involved? 

Mr. LanpuiIER. We have that here, I believe, now. 

Mr. Deane. We will not take up at this time the time of the com- 
mittee to have that covered, but please place it in the record. 

Mr. LanpuieER. Yes, sir. 

(The information requested follows:) 


Column numbers represent the following: 
(1) Military department. 
(2) Location of facility. 
(3) Number of military and civilian personnel respectively engaged in the operation at the time of 
analysis. 
be affected by discontinuance of facilities listed. 


( 
(: 


(1) 


Navy 
Navy 


Army 
Army 
Navy 
Navy 
Navy 
Navy 
Navy .. 
Air Force 


Navy 
Navy 


Army 
Army 
Army 
Army 
Army 
Army 
Army 


Army 
Army 
Army 


Navy 
Navy 
Air Force 
Air Force 


Air Force_.- 


Army 
Navy 


Army 


4) Same as No. (3). 
5) Date. 


ALUMINUM SWEATERS 
Group 1. Discontinued (sec. 638 not involved) 


Naval Air Station, Jacksonville, Fla 
Naval Air Station, Alameda, Calif 


SCRAP METAL BALING 
Group 1. Discontinued (sec. 638 not involved) 
Anniston Ordnance Depot, Anniston, Ala 
Atlanta General Depot, Atlanta, Ga 
Naval Supply Depot, Mechanicsburg, Pa 
Marine Corps Air Station, Cherry Point, N. C 
Marine Corps Recruit Depot, Parris Island, 8. C 
Naval Air Station, Corpus Christi, Tex 
Naval Shipyard, Portsmouth, Va 
Wright-Patterson Air Force Base, Dayton, Ohio. 
LOGGING AND SAWMILLS 
Group 1. Discontinued (sec. 638 not involved) 


Naval Ammunition Depot, Charleston, S. C_ 
Naval Mine Depot, Yorktown, Va ; 


BAKERIES 


Group 1. Discontinued (sec. 638 not involved) 


| Garrison Bread Bakeries, Camp Kilmer, N. J 


Garrison Bread Bakeries, Camp Polk, La 
Garrison Bread Bakeries, Camp Pickett, Va 
Garrison Bread Bakeries, Camp Rucker, Ala 
Garrison Bread Bakeries, Camp Stoneman, Calif 
Garrison Bread Bakeries, Fort Belvoir, Va 


Garrison Bread Bakeries, Walter Reed AMC, Wash- 


ington, D.C. 


| Garrison Bread Bakeries, Fort McClellan, Ala 


Garrison Bread Bakeries, Fort Monmouth, N. J 

Garrison Bread Bakeries, Fort McNair, Washington, 
. . 

Marine Corps Air Station, Cherry Point, N. C 

Marine Corps Air Station, El Toro, Calif 

Selfridge Air Force Base, Mount Clemens, Mich 


| Sampson Air Force Base, Geneva, N. Y 


| 


Mitchell Air Force Base, Hampstead, Long Island, 
Ms &; 
CLOTHING RECLAMATION SHOPS 
Group 1. Discontinued (sec. 638 not involved) 


Fort Worth Quartermaster Depot, Fort Worth, Tex 
Naval Air Station, Corpus Christi, Tex_. 
FURNITURE REPAIR SHOPS 
Group 1. Discontinued (sec. 638 not involved) 


Fort Worth Quartermaster Depot, Fort Worth, Tex 


See footnotes at end of table, p. 38. 
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1 5 
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24 
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20 
5 10 
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10 
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28 
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The figure does not necessarily represent the number of personnel which have been o1 


i June 30, 


may 
June 1, 19 
Ly 

July 1, 1955 
Sept. 1, 1955 
Sept. 30, 1954 
June 15, 1954 
June 30, 1954 
Mar. 1, 1955. 
May 1954 


October 1954. 


May 1, 1954 
June 1, 1954, 


May 31, 1955 
May 18, 1954 
Apr. 30, 1954 
1954 
August 1954 
March 1953 

Oct. 31, 1955 


Nov. 1, 1955. 
Dec. 1, 1955 


Dec. 31, 1955 
June 30, 1955. 
Do 


Apr. 30, 1954 
June 30, 1955. 
Apr. 30, 1954 


Jan. 31, 1955 
March 1955. 


| Jan. 31, 1955, 








(1) 
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Army 


Navy... 


Army 
Army. 
RI s6.3c<3 
Army 
Navy 
ONY wx aceuce 
Navy 

Navy 

Navy 

Navy 

Navy 


Navy 
Navy 
Navy 


Army. 


Army 
Army-. 
Army_-_-- 
Army... 
Army 
Ariny 
Navy 
Navy 
Navy 
Navy 
Navy 
Navy 
Navy 


Navy 
Navy 
Navy 
Navy 
Navy 
Navy-.- 


Navy 
Navy 
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(2) (3) (4) | (5) 
lcidsietiaiannapeietiens i r J a ee 7 
ACETYLENE MANUFACTURING i 
Group 1. (Sec. 638 not involved) | ( 
| Quartermaster Training Command, Fort Lee, Va- 2 | June 20, 1955. q 
i 
CAUSTIC SODA MANUFACTURING , 
Group 1. Discontinued (sec. 638 not involved) 
: 
Muscle Shoals Chlorine Caustic Plant, Muscle Shoals, | Oct. 28, 1954. ; 
j Ala. 
| 
CHLORINE MANUFACTURING 
| Group 1. Discontinued (sec. 638 not involved) 
Muscle Shoals Chlorine Caustic Plant, Muscle Shoals, October 1954. 
Ala. 
TIRE RETREADING ACTIVITIES 
| Group 1. Discontinued (sec. 638 not involved) 
Naval Gun Factory, Washington, D. C_- November 1954. 
LAUNDRIES 
Group 1. Discontinued (sec. 638 not involved) 
QM Laundry, Camp Pickett, Blackstone, Va___- 89 May 28, 1954. 
-_| QM Laundry, Army and Naval Hospital, Hot |______ 9 | May 6, 1955. 
| Springs, Ark. 
QM Laundry, Camp Rucker, Ala............-..------ 1 144 May 28, 1954. 
QM Laundry, Camp Polk, La — 1 77 Do. 
Naval Radiological Defense Laboratory, San Fran- |_______. 14, Mar. 1, 1955. 
cisco, Calif 
Naval Shipyard, New York, N. Y. (2 laundries - 1 Nov. 12, 1954; 
Nov. 2, 1954. 
Naval Shipyard, Philadelphia, Pa oan} Se, Lp keee, 
Naval Shipyard, Long Beach, Calif. .................-]_..... 1 Jan. 31, 1955. 
Naval Shipyard, Mare Island, Calif ; F acedlictenr eal l Oct. 29, 1954. 
Naval Shipyard, Puget Sound, Bremerton, Wash__-___|_______- _....-| Oct. 30, 1954. 
Marine Barracks, U. S. Naval Base, Mare Island, 2 10 June 30, 1955, 
Calif. | 
Naval Ordnance Plant, Pocatello, Idaho. _..-._...----}__.____- 14} May 31, 1955. 
Charleston Naval Shipyard, Charleston, 8. C___.-_--_|_- 9 Apr. 22, 1955. 
.| Naval Air Station, Alameda, Calif. (rug, fabric, and |_- Sept. 1, 1954. 
; dyeing). 
| 
DRY CLEANING PLANTS 
| 
Group 1. Discontinued (sec. 638 not involved) 
| Dry Cleaning, Fort Sill, Okla....-......------ acts ais 1 89 | May 19, 1953. 
AUTOMOTIVE REPAIR SHOPS 
Group 1. Discontinued (sec. 638 not involved) 
| | } 
Fort Benjamin Harrison, Ind a Boa ed oe 5 21 July 1, 1955, 
Maryland Military District, Md_...........---.------ 9 13 | May 1, 1955. 
I eo cepa amas 20 | Apr, 1. 1955 
_| Casad Engineer Depot, Ind a q 4 June 30, 19 
Fitzsimons Army Hospital, Colo 14 814| May 30, 1955. 
Murphy Army Hospital, Mass 2 7 | March 1955. 
Naval Hospital, Carona, Calif : 3 | July 1, 1955. 
Naval Receiving Station, Anacostia, D, C...--------.}_------ a July 1, 1954. 
Naval Hospital, San Diego, Calif December 1954. 
Naval Hospital, Memphis, Tenn__---- Sat ie Sh October 1954. 
Navy Electronics Laboratory, San Diego, Calif 7 | Dec. 20, 1954. 
Naval Station, Long Beach, Calif , : 17 Apr. 1, 1955. 
Special Devices Center, Sands Point, Port Washing- 3 Jan, 12, 1955. 
| ton, N.Y. , : 
| Naval Supply Depot (Fuel Branch, Manchester), |-------- 1 Feb. 1, 1955. 
Seattle, Wash. | 
Naval Supply Depot (Storage Branch, Tacoma), |-- 1 July 1, 1954. 
Seattle, Wash | 2 
Naval Hospital, Chelsea, Mass------------ Sl a es .| Jan, 24, 1955. 
Naval Hospital, St. Albans, Long Island, N. Y-------|--------|--------| Feb. 28, 1955. 
Naval Underwater Sound Laboratory, New London, |-- 4 Aug. 1, 1954. 
Conn. 3 
U. 8S. Naval Medical Center, Bethesda, Md eee Mh techn tel Jan. 1, 1955. f 
Naval Hospital, Philadelphia, Pa_-- tsa aeemel Se Do. : 
| Naval Ordnance Plant, South Charleston, W. Va-----/-------- 3 | Mar, 7, 1955. , 
3 


See footnotes at end of table, p. 38. 
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(2) (3) 


AUTOMOTIVE REPAIR SHOPS—continued 
| Group I. Discontinued (sec, 638 not involved)—Con. 


Naval Hospital, Portsmouth, Va 
| Naval Ammunition Depot, Fort Mifflin, Philadel- 
| _ phia, Pa. 
| District Public Works Office, 12th ND, San Bruno, 
| Calif. 
| Naval Supply Depot, Newport, R. I_- 
| CEMENT MIXING PLANTS 
| Group 1. Discontinued (sec. 638 not involved) 
Naval Air Station, Corpus Christi, Tex 
| Naval Station, San Diego, Calif. 


.| Naval Air Station, Jacksonville, Fla_- 


Naval! Air Station, Pensacola, Fla 
| Mine Countermeasures Station, Panama City, Fla 
| Marine Corps Supply Forwarding Annex, Ports- 275 
mouth, Va. 
MARCORPS Recruit Depot, Parris Island, 8. C 
Portsmouth Naval Shipyard, Portsmouth, N. H- 


CORRLER SHOPS 
Group 1. Discontinued (sec. 638 not involved) 


Parks Air Force Base, Calif 
Castle Air Force Base, Calif_-- 
Great Falls Air Force Base, Mont 
Lockbourne Air Force Base, Columbus, Ohio- 
Mountain Home Air Force Base, Idaho- 
Perrin Air Force Base, Tex : : é ‘i | 
Stewart Air Force Base, Tenn_--- i ; 1 
Larson Air Force Base, Wash_. 


ICE PLANTS 
Group 1. Discontinued (sec. 638 not involved) 


Fort Knox, Fort Knox, Ky ‘ saiaesciaciasabansitenia a 
Fort Benning, Fort Benning, Ga____---- slate ; sti 


.| Fort Sill, Fort Sill, Okla 


Fitzsimons Army Hospital, Denver, Colo 

| Naval Air Station, Brunswick, Maine 

Marine Corps Air Station, Cherry Point, N. C 
Naval Proving Grounds, Dahlgren, Va 

| Naval Supply Center, Norfolk, Va_- 

| 
PLASTIC LAMINATING OPERATIONS 


| Group 1. Discontinued (sec. 638 not involved) 


.| U.S, Army Exhibit Unit, Cameron Station, Va ’ 1 





OFFICE EQUIPMENT REPAIR SHOPS 
Group 1. Discontinued (sec. 638 not involved) 


| New York Naval Shipyard, Brooklyn, N. Y 


.| Navy Department Service Center, Arlington, Va 


to 


Naval Air Station, Key West, Fla 
Naval Air Station, Moffet Field, Calif 


.| Naval Air Station, Seattle, Wash 


| Marine Corps Air Station, Miami, Fla_-. 
| Naval Finance Center, Cleveland, Ohio 
| Naval Hospital, Philadelphia, Pa 
| MARCORPS Clothing Depot, Philadelphia, Pa 
| MARCORPS Supply Forwarding Annex, San Fran- 
cisco, Calif. 
| Headquarters, USMC, Washington, D. C 4 
| U.S. Naval Hospital, Oakland, Calif 
MSTS, Brooklyn, N. Y- 
| U.S. Naval Station, Long Beach, Calif.........-- 
| U.S. Naval Station, Key West, Fla 
| U. S. Naval Station, Treasure Island, San Francisco, 
Calif. 
Naval Aviation Supply Depot, Philadelphia, Pa 
| Naval Supply Center, Norfolk, Va Saravana 
| Naval Supply Center, Oakland, Calif a : 
Naval Ammunition Depot, Bangor, Wash cncitaats 
Naval Ammunition Depot, Mare Island, Calif.....---!-- 
Naval Powder Factory, Indian Head, Md-_----------- 


bh 


See footnotes at end of table, p. 38. 
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Nowe ww 


Nov. 1, 1954, 
Apr. 1, 1955. 


June 30, 1955. 


lst quarter, fiscal 
year 1955 


Jan. 5, 1958 
Dec. 17, 1954. 
Dec. 1, 1954 

June 30, 1954, 
June 1, 1955. 
Apr. 1, 1955. 


Apr. 18, 1955. 


1953 


Apr. 25, 1955, 
June 30, 1954 
June 19, 1954, 
June 30, 1954. 
May 21, 1954. 
Dee. 31, 1954. 
Mar. 31, 1955. 
July 31, 1955. 


June 1, 1955. 
July 1, 1955, 
Oct. 1, 1954. 
Apr. 30, 1955. 
October 1954. 
Nov. 12, 1954. 
Nov. &, 1954. 
Mar 31, 1955, 


Dec. 14, 1954. 


Apr. 29, 1955, 
Apr. 1, 1955, 
June 1, 1955 
June 15, 1955 
June 30, 1955. 
June 15, 1955, 
Do. 
Nov. 4, 1954. 


June 30, 1955. 


Mar. 6, 1955. 


June 30, 1955. 


November 1954. 
Do. 


June 10, 1955, 


Apr. 15, 1955. 
Apr. 4, 1955. 


June 15, 1955. 
Apr. 30, 1955, 


June 1, 1955. 


Jan. 31, 1955. 
June 15, 1955. 
Mar. 15, 1955. 




















(1) (2) | (3) | (4) | (5) 
——— }—_----- —— | | | a 
OFFICE EQUIPMENT REPAIR SHOPS—continued | 
| 
Group 1. Discontinued (sec. 638 not involved)—Con. | | 
| | 
NT noua Naval Magazine, Port Chicago, Calif. ................}.......- 1 June 15, 1955, 
Navy ..| Naval Torpedo Station, Keyport, Wash_- ; S camamaen l July 30, 1954. 
Navy_...--..| U. 8. Naval Training Center, Bainbridge, Md-__-_-_- = 1 June 15, 1955. 
Navy__..--..| U. 8. Naval Training Center, Great Lakes, Il aan 54 | Do. 
Navy_-_......| Special Devices Center, Sands Point, Port Washing- pe 1 | May 14, 1955. 
| _ ton, Long Island, N. Y. 
Navy... ..| Naval Hospital, Portsmouth, Va iteideeiebuebhdsSubbates - Feb. 25, 1955. 
Navy | District Public Works Office, 12th ND, San Bruno, a 1 June 30, 1955. 
Calif. | 
Navy_.......| U. S. Naval Construction Battalion Center, Port 2 Do. 
| Hueneme, Calif. 
Navy._......| Naval Underwater Ordnance Station, Newport, R. I__!_- : | Dec. 31, 1954. 
Navy... Naval Supply Depot, Mechanicsburg, Pa_- : meaty 2 | June 15, 1955. 
Navy. .-.-- Naval Supply Depot, Scotia, N. Y_..----- mn . Do. 
Navy-_...-...| Naval Supply Depot, Bayonne, N. J 2 Do. 
Navy-_-_......| Naval Supply Depot, Spokane, Wash_.________- l Do. 
Navy ..| Naval Supply Depot (Clearfield), Ogden, Utah 2 Do. 
Navy | Naval Supply Activities, Brooklyn, N. Y 2 Do. 
Navy Naval Hospital, San Diego, Calif ; l Nov. 24, 1954. 
Navy Norfolk Naval Shipyard, Portsmouth, Va 8 June 15, 1955. 
Navy District Public Works Office, San Diego, Calif-- 1 June 30, 1955. 
Navy Portsmouth Naval Shipyard, Portsmouth, N. H-- 4 | June 11, 1955. 
Navy Long Beach Naval Shipyard, Long Beach, Calif 6 | June 15, 1955. 
Navy Puget Sound Naval Shipyard, Bremerton, Wash 9 | May 15, 1955. 
Navy Mare Island Naval Shipyard, Vallejo, Calif Sy June 15, 1955. 
Navy | Boston Naval Shipyard, Boston, Mass_- 4 | June 15, 1955. 
Navy | Naval Air Development Center, Johnsville, Pa 1 | Apr. 18, 1955. 
Navy | Marine Corps Air Station, E] Toro, Calif 2 2 | May 15, 1955. 
Navy ‘é | Naval Air Station, Alameda, Calif 2 6 | June 15, 1955. 
Navy San Francisco Naval Shipyard, San Francisco, Calif 6 June 30, 1955. 
Air Force .| Perrin Air Force Base, Tex 4 1 | Dee. 31, 1954. 
Air Force .| Laughlin Air Force Base, Tex 2 | Jan. 22, 1954. 
Air Force .| Gary Air Force Base, Tex__- 1 2 Jan. 15, 1955. 
Air Force .| Craig Air Force Base, Ala 3 | Oct. 4, 1954. 
Air Force .| Williams Air Force Base, Ariz 2 | August 1954. 
TREE AND GARDEN NURSERIES | 
Group 1. Discontinued (sec. 638 not involved) 
j ' 
Navy-.--.-.---| Puget Sound Naval Shipyard, Bremerton, Wash---- a ‘ | June 1, 1955. 
Navy-....----| Norfolk Naval Shipyard, Portsmouth, Va__-_-- f 2421 | Do. 
Navy-.------| San Francisco Nava! Shipyard. San Francisco, Calif 1 | Apr. 1, 1955. 
Navy-.-.------| Mare Island Naval Shipyard, Vallejo, Calif__- ; 4 1 | Do. 
Navy. .--- | Philadelphia Naval Shipyard, Philadelphia, Pa 1 June 1, 1955. 
Navy-_.------| Naval Station, Long Beach, Calif 1 | June 30, 1955. 
Navy--------| U.S. Naval Station, Newport, R. I. 2 | July 1, 1955. 
Navy .-.- | Naval Ordnance Plant, Pocatello, Idaho. 1 | June 30, 1955. 
Navy ...| U. 8. Naval Training Center, San Diego, Calif-- 2 | July 1, 1955. 
Navy. sac Naval Station, San Diego, Calif- Oct. 1, 1952. 
Navy... | U. 8. Naval Training Center, Great Lakes, IIl-_--.- 4 | June 30, 1955. 
Navy... Portsmouth Naval Shipyard, Portsmouth, N. H-- ; Oct. 29, 1954. 
Navy New York Naval Shipyard, Brooklyn, N. Y-_- | May 11, 1955. 
Navy : U.S. Naval Station, New Orleans, La__-_- | Apr. 1, 1955. 
Navy Marine Corps Air Station, El Toro, Calif____- 1 | July 1, 1955. 
Navy. --- Marine Corps Air Station, Miami, Fla_- | 10 | June 3, 1955 
Navy Naval Ordnance Laboratory, White Oak, Md_-_--_-. hae .| Sept. 30, 1954. 
Navy. Naval Ammunition Depot, McAlester, Okla. .| Apr. 30, 1955. 
| 


1! This facility was inventoried under the program; however, it is to be noted that it was discontinued prior 
to March 1954. 
2 Man-hours. 


Mr. Deane. We might describe these 56 discontinuances or those 
to be discontinued after the enactment of section 638, but section 638 
was not applicable. 

Mr. Lanpurer. Six of those are only manned by enlisted military 
personnel. One of those is a power generating station with the power 
to be purchased from Bonneville Dam instead of generated, and one 
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of them was a garden nursery which was constructed during the build- 


ing of a project, and is being discontinued since the project is com- 
pleted. It had only occasional labor working on it. 


List or Activities To Be DiscontTINUED 


Mr. Deane. Will you supply for the record the 56 there which 
you have scheduled for discontinuance? 

Mr. Lanpurer. Those are the 56 which we filed with you, sir. 
Those are before the committee now. 

Mr. Deane. I am interested in having that information for the 
record. I would like to have their location, the pumber of people 
involved, and so forth, broken down insofar as each of the services 
is concerned. 

Mr. Lanpuier. That is contained in what we have filed with you 
already, sir. 

Mr. StempLer. What we would have to do is file the whole cor- 
respondence in the record. 

Mr. Deane. That is what I would like for you to do. 

Mr. Stempier. We will file it in the record if you wish. 

Mr. SHEPPARD. You wish to have that information inserted into the 
record with a breakdown, Mr. Deane? 

Mr. Deane. That is right. 

Mr. SHepparp. If there is no objection, we will place it in the 
record, according to the gentleman’s request. 

(The information requested follows:) 


List oF 56 MiniraRy OWNED AND OPERATED COMMERCIAL AND INDUSTRIAL 
Tyre Faci.Lities SURMITTED TO THE CHAIRMAN, House OF REPRESENTATIVES 
COMMITTEE ON APPROPRIATIONS BY THE DOD 


August 8, 1955, letter: 
Coffee roasting: 
Atlanta General Depot, Atlanta, Ga. 
Auburn General Depot, Auburn, Wash. 
Naval supply center, Oakland, Calif. 
Naval supply activity, New York, N. Y. 
Ropewalk: Naval Shipyard, Boston, Mass. 
Paint manufacturing: 
Naval Shipyard, Mare Island, Calif. 
Naval Shipyard, Norfolk, Va. 
Bakery: Camp Kilmer, N. J. (subsequently deleted). 
Dry cleaning plant: Fort Benning, Ga. 
Cobbler shops: 
Gary Air Force Base, Tex. 
Chanute Air Force Base, Ill. 
Lowry Air Force Base, Colo. 
MeChord Air Force Base, Wash. 
F. E. Warren Air Force Base, Wyo. 
November 3, 1955, letter: 
Chain manufacturing: Boston Naval Shipyard, Boston, Mass. 
Cement mixing plant: 
United States naval air station, North Island, San Diego, Calif. 
United States naval torpedo station, Keyport, Wash. 
Cobbler shops: 
Eglin Air Force Base, Fla. 
Fairchild Air Force Base, Wash. 
Travis Air Force Base, Calif. 
Acetylene manufacturing: Long Beach Naval Shipyard, Long Beach, Calif, 
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November 3, 1955, letter—Continued 
Tree and garden nurseries: 
Naval Shipyard, Charleston, 8. C. 
Naval Submarine Base, New London, Conn. 
Naval Base (Public Works), Norfolk, Va. 
Naval Air Station, Pensacola, Fla. 
Kirtland Air Force Base, N. Mex. 
Naval Air Station, Key West, Fla. 
Office equipment repair shops: 
Naval Air Station, Corpus Christi, Tex. 
Naval Air Station, Pensacola, Fla. 
Amarillo Air Force Base, Tex. 
Chanute Air Force Base, Ill. 
Warren Air Force Base, Wyo. 
Keesler Air Force Base, Miss. 
Lackland Air Force Base, Tex. 
Lowry Air Force Base, Colo. 
Parks Air Force Base, Calif. 
Sampson Air Force Base, N. Y. 
Scott Air Force Base, Ill. 
Sheppard Air Force Base, Tex. 
Luke Air Force Base, Ariz. 
Tyndall Air Force Base, Fla. 
Brooks Air Force Base, Tex. 
Memphis Municipal Airport, Tenn. 
Mitchel Air Force Base, N. Y. 
Hensley Field, Tex. 
Bryan Air Force Base, Tex. 
November 17, 1955, letter: 
Recruiting publicity printing plants: 
Army—Fort Jay, N. Y. 
Marine Corps—Philadelphia, Pa. 
January 3, 1956, letter: 
Automotive repair shops: 
Fort Jackson, 8. C. 
Camp Detrick, Md. 
Camp Drum, N. Y. 
Fort Holabird, Md. 
Fort Jay, N. Y. 
Fort Slocum, N. Y. 
Fort Wadsworth, N. Y. 
Fort Crowder, Mo. 
Carlisle Barracks, Pa. 


DEPARTMENT OF DEFENSE, 
ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., August 8, 1955. 
DC Supply and Logistics 
Hon. CLARENCE CANNON, 
Chairman, House Committee on Appropriations. 

Dear Mr. Cannon: In accordance with section 638 of Public Law 157, 84th 
Congress, this is to advise you of our intentions to phase out or discontinue opera- 
tions of the Government owned and operated commercial and industrial-type 
facilities listed in the enclosure. The decisions for discontinuance have been 
made pursuant to the Department of Defense Directive 4100.15 and the Bureau 
of the Budget Bulletin 55—4. 

The Department of Defense supports the basic principle that free competitive 
enterprise should be fostered by the Government. Consequently, it is the policy 
of the Department of Defense not to engage in the operation of commercial or 
industrial type facilities unless it is militarily necessary or the product or service 
cannot be obtained from private sources at a reasonable price, whether by lack 
of competition or for any other reason. 

As a result of the Department of Defense review program which applies to the 
above principle and policy, it has been determined that private business can 
adequately furnish at reasonable prices without endangering national security, 
the products or services which are being produced or performed by these facilities 
listed in the enclosure. 
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These decisions adequately safeguard the interests of the Government and 
foster the overall economy of the Nation. 
Sincerely yours, 
T. P. PrKe. 
Enclosure: 
1. List of facilities. 


| Employment data for period of survey 
Type of facility and location | ~ 
| 
| 
| 


Military | Civilian Total 
iceeaiiaiaistiiiaiadl panaiciinanieaanie . stein | | — 
COFFEE ROASTING | 
Atlanta General Depot, Atlanta, Ga____-_- . 0 | 17 7 
Auburn General Depot, Auburn, Wash_..._.------ 0 21 21 
Naval Supply Center, Oakland, Calif 0 24 24 
Naval Supply Activity, New York, N. Y_--- 0 29 29 


JUSTIFICATION FOR DISCONTINUANCE 


The extent of this activity by the military departments is indicated by the 
following tabulation of coffee usages: 


U.S. Army Military Percent 
Calendar year total pounds | total pounds milit ry 
green beans | green beans . 
il ce iA a mae aiaenlacaatasidiains ial . 
Million | Million | 

1953_..- sd Sa tae aces eodathehticd ella mae ade ial . ‘ , ee 2, 634 69.0 2. 62 
1952 _— : “ on bia iad 2, 567 68.8 2. 68 
1951 , aid ul atin nedeasdeteakdt Se etestin ca - ST ak becnaranl nhc 2, 496 182. 2 7. 30 


1 Includes that coffee bought for delivery to warehouses in the United States and that going overseas to 
armed services. Does not include that bought abroad from Brazil or Guatemala unless it came into the 
United States first. 

It has been determined that of the total coffee beans roasted in the continental 
United States in fiscal year 1955, the Department of Defense roasted approxi- 
mately 1.8 percent. 

From these figures it is concluded that there can be no question of the ability 
of private enterprise to perform all related functions and supply the requirements 
of the armed services under current or mobilization conditions. 

Therefore, it has been determined that coffee roasting by the military is un- 
necessary and will discontinue since there is no reason to believe that the Depart- 
ment of Defense is unable to procure coffee from industry on a competitive 
basis at reasonable prices without endangering national security. 


Employment data for period of survey 
Type of facility and location ; 
Military Civilian | Total 


ROPEWALK 


Naval Shipyard, Boston, Mass. -............-.-.-- éactewan 0 78 78 


JUSTIFICATION FOR DISCONTINUANCE 


The decision to close the ropewalk was a result of a careful and painstaking 
study of the necessity for continuing this operation in the light of the Department 
of Defense policy to restrict commercial and industrial-type defense activities 
only to those essential to meet military requirements or otherwise necessary in the 
public interest. It was determined that the small production of the ropewalk, 
representing only about 4 percent of the national output of rope, could be readily 
taken over by private industry. Moreover, a constant decline in the cost of rope 
available commercially over the past year and a half has made it more eeonomieal 
to satisfy the Navy’s requirements for rope by procurement from private industry. 
It is not considered that the transfer of the Navy’s rope production to private 
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industry will result in any impairment of our country’s defense, but on the con- 
trary, by providing additional work for a depressed industry, will actually con- 
tribute in a small way to strengthening our national economy. The mobilization 
capacity of private industry is of the highest importance in defense planning. 
Private firms supply most of the weapons, equipment, and materials for our 
country’s defense and must be relied upyn to meet greatly expanded requirements 
in the event of a full-scale emergency. 


Employment data for period of survey 
Type of facility and location LOTS aes Reteeenenieorae 


“~ 
| Military Civilian | Total 
gece ipavniammieased nae ea —-|—-——___— 
PAINT MANUFACTURING 
Naval Shipyard, Mare Island, Calif__.--.-.--_- ; 0 52 | 52 
Naval Shipyard, Norfolk, Va_......--..-.-------- iat 0 51 | 51 


JUSTIFICATION FOR DISCONTINUANCE 


The national industry production of paint is some 200 million gallons with an 
approximate value of $1,357,370,000 per vear. The industry has tremendous 
“apacity with more than a thousand manufacturers scattered through every sec- 
tion of the United States. The Navy’s production of paint even in wartime was 
only 3 percent of the national production. It has been determined that it is not 
militarily necessary for the Navy to continue paint. manufacturing since the 
large competitive field of civilian paint manufacturers can provide satisfactory 
paint at reasonable prices and without endangering national security. As a 
result of the planned discontinuance of paint manufacturing, the Navy will: 

(a) Place orders for ship-bottom paint with private paint suppliers; 
(b) Utilize the existing inventories of raw material in the Navy paint 
factories for ship-bottom paint; 
(c) Establish satisfactory inspection procedures which will insure reliable 
performance by paint supplied from private manufacturers. 
It is expected that the Navy paint-manufacturing operations will phase out about 
the aa of the present calendar year. 


Employment data for period of survey 
Type of facility and location —_—_—— SS ea 
| Military Civilian | Total 


BAKERY 


Camp Kilmer, N. J wining 17 | 2 | 19 


JUSTIFICATION FOR DISCONTINUANCE 


The review of the operations of this garrison bread bakery did not reveal any 
substantial savings. This baking facility was not established until after World 
War II and therefore not required for mobilization purposes. The breadbaking 
machinery and equipment are housed in a temporary, nonstandard type bakery 
building, that has required considerable repair. 


| Employment data for period of survey 
Type of facility and location | hE te Te 


Military Civilian Total 


DRY CLEANING PLANT 


Fort Benning, Ga , ‘ () (') | (4) 


! Personnel assigned to laundry. 
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JUSTIFICATION FOR DISCONTINUANCE 


The Fort Benning dry-cleaning plant will discontinue operations since com- 
mercial facilities are adequate and available at approximately the same cost to 
the Government. 


Employment data for period of survey 
Type of facility and location : 
Military Civilian Total 


CORBLER SHOPS 


Gary Air Force Base, Tex. -- - ; ; 7 0 l 1 


JUSTIFICATION FOR DISCONTINUANCE 


Sufficient commercial facilities (seven) are available in the area to handle the 
relatively low volume of work currently being accomplished by the Air Force 
operated facility. In addition to this fact, a preliminary check on the “going 
commercial repair rate’ reveals commercial prices to be lower than Air Force costs. 


Employment data for period of survey 
Type of facility and location - 
Military Civilian Total 


COBBLER SHOP 


Chanute Air Force Base, Il_ -- a os ; 0 i] i} 


| Part-time. 
JUSTIFICATION FOR DISCONTINUANCE 


Adequate facilities are available from exchange concessionaire and commercial 
sources at lower costs than incurred in the Air Force facility. 


Employment data for period of survey 
Type of facility and location eae pe = 1 
Military Civilian Total 


COBBLER SHOP 


Lowry Air Force Base, Colo 


JUSTIFICATION FOR DISCONTINUANCE 


Adequate commercial facilities are available at a lower cost than incurred in 
the Air Force facility. 


| Employment data for period of survey 
Type of facility and location I See P ' aan 





Military Civilian Total 





COBBLER SHOP 


McChord Air Force Base, Wash___- ; Ee 1 1 2 


JUSTIFICATION FOR DISCONTINUANCE 


Continued operation of the AF facility will not result in economy in the expend- 
iture of appropriated funds and out-of-pocket costs to individuals. Adequate 
commercial facilities are available at a reasonable price and the possibility exists 
that the necessary services can be provided by a post exchange concession. 








Employment data for period of survey 
Type of facility and location rate reri reer amerye 
Military Civilian Total 
| 


COBBLER SHOP 


F, E. Warren Air Force Base, Wyo 


JUSTIFICATION FOR DISCONTINUANCE 


Adequate commercial facilities are available at a reasonable price. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., November 3, 1955. 
Supply and logistics 
Hon. CLARENCE CANNON. 
Chairman, House Commitiee on Appropriations. 

Dear Mr. Cannon: In my letter of August 8, 1955, you were advised, in 
accordance with section 638 of Public Law 157 (84th Cong.), of our intentions to 
discontinue certain Government owned and operated commercial and industrial 
type facilities. As you know, the Department of Defense analyses of these 
facilities is being conducted on an increment basis since the magnitude of the 
program does not permit the review of all commercial and industrial type facilities 
at one time. In order that you and your committee will be apprised of our 
intentions as determinations are made to discontinue specific operations at indi- 
vidual military establishments, I intend to forward a list of facilities in manageable 
groups as decisions are made. 

The second group of facilities, attached hereto, which we intend to discontinue 
is referred to you in accordance with the above statutory provision. As indicated 
by the attached, due consideration has been given in each case to the basic prin- 
ciple that free enterprise should be fostered by the Government. In the imple- 
mentation of this principle, it is the Department of Defense policy not to engage 
in the operation of commercial or industrial type facilities unless it is militarily 
necessary or the product or service cannot be obtained from private sources at a 
reasonable price, either by lack of competition or any other reason. The decision 
to discontinue the facilities listed in the enclosure is consonant with this policy as 
expressed in the Department of Defense Directive 4100.15 and the Bureau of the 
Budget Bulletin 55-4. 

As a result of the Department of Defense review program which applies to the 
above principle and policy it has been determined that the discontinuance of 
the activities listed in the attachment is economically sound because the products 
or services can be satisfactorily furnished by private business at reasonable com- 
petitive prices. Furthermore, such discontinuance will not endanger the national 
security. 

As requested in your letter of October 19, 1955, to the Secretary of Defense 
regarding the discontinuance of those activities listed in my letter to you of 
August 8, 1955, and as an accommodation to your committee, we will hold in 
abeyance their discontinuance until the 90-day waiting period applicable to the 
activities listed in the attachment hereto has expired, unless notified sooner by 
you. The bakery at Camp Kilmer, N. J., should be deleted from the list of 
activities submitted with our August 8, 1955, letter for the reason set forth in 
my letter to Mr. Orescan of your staff dated September 29, 1955. 

Sincerely yours, 
T. P. PIKE. 

One enclosure. 





Employment data for period of analysis 
Type of facility and location ert tite ee hn 


Military | Total 


Boston Naval Shipyard, Boston, Mass 0 


| 
| 
CHAIN MANUFACTURING | 
| 
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Remarks.—Chain manufacturing operations are basically performed by the 
Boston Naval Shipyard forge shop. The analysis reveals that the manufacture 
of chain to satisfy recurring requirements can normally be procured from com- 
mercial sources at a reasonable price through competitive bidding without jeop- 
ardy to our national security. Where private industry cannot meet specific 
requirements for an order of chain in a given case, provisions are made for the 
filling of such orders by the Boston Naval Shipyard. It is not anticipated that 
there will be any immediate effect on employment in the shipyard as a result 
of this action, since the shipyard will complete orders on hand to allow orderly 
phasing out of chain manufacturing operations. The long range effect on ship- 
yard employment as a result of this action cannot be forecasted at this time 
due to lack of experience to determine specifically what type orders commercial 
sources are unable to produce. 





Employment data for period of analysis 


Type of facility and location 
Military Civilian | Total 


CEMENT MIXING PLANT 


U. 8. Naval Air Station, North Island, San Diego, Calif 0 16 | 34 man-day. 


1 Approximately 1 hour per day. 


Remarks.—Under certain conditions, ready-mix concrete has been procured 
from commercial sources for local and outlying station projects. However, small 
requirements are produced by the station batching plant which has an optimum 
capacity of 200 cubic yards per day. It has been concluded from the analysis 
that all future requirements for large quantities of concrete will be filled by 
commercial sources. Adequate commercial sources are available to insure the 
fulfilling of the station concrete needs at a reasonable price. Provisions are 
made for the station to use a portable mixer where 3 cubic yards or less of concrete 
are required for an individual operation. Discontinuing the use of the concrete 
batching plant is not anticipated to result in any personnel reduction. This 
action will not jeopardize national security. 





Employment data for period of analysis 
Type of facility and location rR penne ane ———— 
Military Civilian | Total 


CEMENT MIXING PLANT 


United States naval torpedo station, Keyport, Wash__......-- 0 (4) (4) 


1 Indeterminate part-time work. 


Remarks.—This facility consists of one bin, weighing batcher, and a transit 
mixer which use during the past 2 years has been extremely limited. Local 
commercial facilities are available to meet the current and foreseeable require- 
ments of the station at a reasonable price. Provisions are made for the station 
to use a small portable mixer to provide for minor maintenance where 3 cubic 
yards or less of concrete are required. Discontinuing the use of this facility 
is not anticipated to result in any personnel reductions. This action will not 
jeopardize national security. 


Employment data for period of analysis 
Type of facility and location aeons a . — 
Military Civilian Total 





COBBLER SHOPS 


I a bi sinh banshee aap ables alana 
Fairchild Air Force Base, Wash..---- ed 4 
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Remarks.—The volume of cobbler work accomplished by these facilities cur- 
rently ranges from 40 to 140 pairs of shoes repaired per month. It has been 
determined that the continued operation of these facilities is not necessary 
becuase the volume of work performed is very small and in each case satisfactory 
service is available from commercial sources at a reasonable price. National 
security will not be affected by the discontinuance of these facilities. 





| 
| Employment data for period of analysis 


Type of facility and location 








Military Civilian Total 








0 


ACETYLENE MANUFACTURING 
Long Beach Naval Shipyard, Long Beach, Calif.......-.----- 


tary | Civitan 
ps ita 
7 ) 


11 man 22 working days per month. 


Remarks.—The shipyard has purchased bottled acetylene which is fed into the 
distribution system for second and third shift operations, because of the low quan- 
tity demand did not justify operation of the acetylene manufacturing facility. 
The analysis reveals that the acetylene plant which currently provides gas for 
first-shift operations should be discontinued upon completion of contractual ar- 
rangements with private commercial facilities. Adequacy of commercial sources 
to meet the shipyard acetylene requirements at a fair price under competitive 
bid contracts is evidenced by the current practice of procuring second and third 
shift requirements from commercial sources. The facility is to remain in a 
standby ready reserve status which affords a safeguard against any eventual- 
ity which may affect the supply of gas from commercial sources. This action will 
not jeopardize national security. 








Employment data for period of analysis 
Type of facility and location — 








Military Civilian Total 
TREE AND GARDEN NURSERIES 
Naval Shipyard, Charleston, 8. C- ceckeaben Ewen 0 1% 134 
Naval submarine base, New London, Conn....-.-....------- 0 1] 1] 
Naval base (public works), Norfolk, ee ks sponte aiid 0 1 1 
Naval air station, Pensacola, sian wilh dass lahaie cine erin 0 1] 1] 
Kirtland Air Force Base, N. Mex.......-.---------.-------- 0 1} 1] 
Naval air station, Key West, Fla. -........-------------- 0 2 2 


1 Part time. 


Remarks.—The analysis of these reports indicates that it is feasible for the es- 
tablishments listed above to procure from commercial sources at reasonable com- 
petitive prices flowers, trees, and shrubs needed for immediate planting. This 
decision was based on the determination that private facilities are able to supply 
the required products. Provisions will be made to allow minimum care of exist- 
ing nursery stock on hand until such stock is depleted. This action will not 
jeopardize national security. 
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Employment data for period of analysis 
Type of facility and location -_--e—————eoe — 





Military Civilian Total 
OFFICE EQUIPMENT REPAIR SHOPS 
Naval air station, Corpus Christi, Tex_-_-- BELA ee 0 3 3 
Naval air station, Pensacola, Fla- viet dabtabekimiia wa 0 3 3 
Amarillo Air Force Base, Tex... .......-- ade 6 l 7 
Chanute Air Force Base, Ill_-.............-.-.--- pn tebacaeil 3 4 7 
pe OR SS ee eee 7 2 | y 
Keesler Air Force Base, Miss_-- 2 3 5 
Lackland Air Force Base, Tex--- 1s Satie 1 7 8 
Lowry Air Force Base, Colo-.--- hn dhehs cee 0 7 7 
Parks Air Force Base, Calif___---- 4 3 7 
Sampson Air Force Base, N. Y --- s 2 | 10 
Scott Air Force Base, Ill_--_- # Riectiadoite s 0 | 10 | 10 
Sheppard Air Force Base, Tex..-...--.--.---- 1 | 4 | 5 
Luke Air Force Base, Ariz_____- a 8 | 1 | 9 
Tyndall Air Force Base, Fla_------ Saee ai 6 1 | 7 
Brooks Air Force Base, Tex__-_-- ee oaee 0 2 2 
Memphis Municipal Airport, Tenn-.-._--.---- 1 ] 2 
Mitchel Air Force Base, N. Y_--- erie 4 4 s 
PLOY, Dates Mile a Seeeecneress 3 alii ads Winaceiacaland ies es al 0 l 1 
Bryan Air Force Base, Tex... ----- sia mearith win airiatent at -| 2 l 3 


| 


Remarks.—It has been determined that office equipment repair and overhaul 
facilities at the establishments listed above are not necessary since the service can 
be obtained satisfactorily on a competitive basis at reasonable prices from private 
industries located in the immediate area of the establishment generating the work. 
National security will not be affected by the discontinuance of these facility 
operations. Allowance will be made to permit use of Government personnel 
(normally one person) for emergency trouble call and preventive maintenance 
work when the command determines that such servicing will facilitate the overall 
effectiveness of the organization. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., November 17, 1955. 
Supply and Logistics. 
Hon. CLARENCE CANNON, 
Chairman, House Committee on Appropriations. 

Dear Mr. Cannon: In accordance with section 638, Public Law 157, 84th 
Congress, this is to advise you of our intentions to discontinue two special pur- 
pose printing plants, whose operations are concerned with the printing of pub- 
licity posters and related material. 

As you know, it is the policy of the Department of Defense that the armed 
services should not engage in the operation of commercial or industrial-type 
facilities unless it is militarily necessary, or the product or service cannot be 
readily obtained from other sources at a reasonable price, whether by lack of 
competition or for any other reason. 

As indicated by the attached letter dated October 27, 1955, the disestablish- 
ment of the two plants has been authorized by the Joint Congressional Com- 
mittee on Printing effective June 30, 1956. 

The operations of the Army recruiting publicity printing plant, Fort Jay, 
N. Y., and the Marine Corps recruiting publicity printing plant, Philadelphia, 
Pa., have been carefully studied and it has been determined that 

1. The work performed by these two printing plants may be transferred 
without endangering national security, and their closing would not endanger 
the defense recruiting programs. 

2. These two printing plants need not be retained for the training of 
personnel because such training, if necessary, may be accomplished at other 
military printing plants. 

3. The discontinuance of these plants will release military personnel for 
other duties within the Department of Defense. 

4. There are adequate Government and commercial printing facilities of 
sufficient capacity to provide these services to the Department of Defense. 

5. There is no reason to believe these other sources cannot meet the 
military demand at all times without delay. 

6. It is considered that the discontinuance of these two plants is econom- 
ically sound because the services can be obtained at reasonable prices from 
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the Government Printing Office or from commercial firms by contract as 
provided by the Joint Congressional Committee Regulations on Government 
Printing and Binding. 

Based on our study, utilizing the criteria cited, it was concluded that the 
recruiting publicity printing operations conducted at the Army recruiting pub 
licity printing plant at Fort Jay, N. Y., and the Marine Corps recruiting pu _licity 
printing plant at Philadelphia, Pa., are unnecessary and it is planned to discon- 
tinue their operation by June 30, 1956. 

This notice of our intention to disestablish these two plants is being submitted 
separately to your committee because (a) they were not included in our currert 
review program of commercial and industrial type facilities and (b) the action of 
the Joint Congressional Committee on Printing in the matter. 

Your early consideration in this matter will allow the respective military 
departments maximum time to phase out the operations in an orderly manner, 
assist personnel in securing other employment, and make provisions in the 
military budgets for the change in the method of product procurement. 

Sincerely yours, 
oll ok EB. 
1 Enclosure. 


CONGRESS OF THE UNITED STATEs, 
JorintT COMMITTEE ON PRINTING, 
Washington, October 27, 1956. 
Hon. T. P. Pike, 
Assistant Secretary of Defense, 
Department of Defense, Washington, D. C. 

My Dear Sir: Reference is made to your letter dated October 18, 1955, con- 
cerning the recruiting publicity printing plants operated by the Department of the 
Army at Fort Jay, N. Y., and by the Marine Corps at Philadelphia, Pa. 

This is to advise you that the Joint Committee on Printing authorizes the 
disestablishment of the two plants, effective June 30, 1956. 

It is understood that all equipment on hand in the two plants at the time of 
disestablishment will be offered for disposition at that time, and that authority 
for such disposition will be requested of this committee. 

Very truly yours, 
CarL HaypEn, Chairman. 


AssIsTaANT SECRETARY OF DEFENSE, 
Washington 25, D. C., January 4, 1956. 
Supply and Logistics 
Hon. CLARENCE CANNON, 
Chairman, House Committee on Appropriation. 

Dear Mr. Cannon: This is to advise you and your committee, in accordance 
with section 638 of the Department of Defense Appropriations Act for 1956, 
Public Law 157 (84th Cong.), of our intentions to discontinue operation of the 
automotive repair shops located at the following military installations: 


Personnel at time of analysis 


Military | Civilian Total 


Ce TN ious cials chagrin capineenan ‘ 0 | 38 | 38 
| 


Camp Detrick, Md.___._.- TT es cnt oe 0 | 16 | 16 
Camp Drum, N. Y--- c pndpatnila aad 


smwewende 2 | 27 
Fort Holabird, Md_---. donb dake sds - eet ae 


, 


12 14 
Fort Jay, N. Y ake pct shiping tip gtieetanakednin otk 16 | 23 
Fort Slocum, N. Y 


5 
2 
7 
‘ ; anes pariasiets ; ae ; 2 | 5 7 
Fort Wadsworth, N. Y Seal i ; 0 | 4 
3 
1 





4 

Fort Crowder, Mo saab deSesnk whith Sdaseidss dwashp a! 3 | 6 9 

Carlisle Barracks, Pa ges hatched ateiepteiicn eel <a Biadataeeliaiie 8 9 
| 





The determination to discontinue these automotive repair shops is based on the 
policy and criteria expressed in the Bureau of the Budget Bulletin 55-4 and the 
Department of Defense Directive 4100.15. After a careful analysis of the opera- 
tion of these facilities, it has been concluded that the automotive repair service 
can be procured from commercial sources at a reasonable price without endangering 
national security and the discontinuance of these activities is economically sound. 


2 ctl de ow a lays aOR 





























ie ha set! ay 










Be ad ee RE Na NO aa a Sele a dA a! 











Nie iA IA a a 


emailer > 


a ibaa REO 


BV a ti aN At RS, 2 lala cae, 


49 


In the discontinuance of these automotive repair shops, allowance will be made 
to permit use of Government personnel to accomplish preventive maintenance 
work when the military department determines in each case that such servicing 
will facilitate the overall effectiveness of the organization. In view of this allow- 
ance and considering the fact that some personnel listed above will be retained 
for the inspection and contract administration of automotive equipment to be 
repaired by commercial sources, it is not likely that all personnel listed will be 
affected by the discontinuance of the facility operation. 

Sincerely yours, 
R. C. LANpHIER, Jr., 
Deputy Assistant Secretary of Defense (Supply and Logistics). 


Mr. SHepparp. You may proceed, Mr. Deane. 
ITEMS UNDER REVIEW 


Mr. Drange. In regard to items 32, 189, and 38: 2, is this a continuing 
program with reference to these particular items? 

Mr. Lanpuier. There is a continuing program with respect to the 
838 mentioned on the bottom of the previous page. You will receive 
shortly the filing on the 32 that are mentioned. The 189 we have 
reviewed and approved for the departments to retain in operation, and 
the 382 are now in our office in the process of being reviewed and 
analyzed. 

We cannot give you the information at this time as to whether we 
will recommend their discontinuance or their retention. 


CAMP DRUM REPAIR SHOP 


Mr. Deane. I have just one more question, Mr. Chairman: With 
reference to these automotive repair shops, I would like for you to 
take one of them, say, Camp Drum, and describe that operation there. 

Colonel Leary. We do not have that information with us. 

Mr. Lanpuier. I do not have that. The Army people can tell you 
about it. 

Mr. Deane. I would assume that Camp Drum would be repre- 
sentative of each of the other shops. Would that be correct? 

Mr. Lanpuier. I do not know. Can anyone answer that? 

Colonel Giuman. Mr. Deane, I am Lieutenant Colonel Gilman. 
Camp Drum is not a full-time station. The work done there is only 
for 6 months of the year. It is not representative in that sense. 

Mr. Deane. What kind of building is it? Is it a part of the base? 

Colonel Gitman. I do not know that, sir. 

Mr. Deane. What do you know about the operation there? 

Colonel Gruman. I have the report of an analysis submitted on the 
facility. 

Mr. Deane. You do not know whether it is on the base or whether 
it consists of Army buildings, or just what it consists of? 

Colonel Gruman. That is correct. 

Mr. Deane. You do not know? 

Colonel Gitman. I do not know. 

Mr. Deane. Do you know about any of these? Can you take one 
of these particular projects and describe it insofar as the physical 
plant is concerned, where it is located insofar as the base is concerned, 
and how it phases in with the Army operation? 

Colonel GitmMaNn. I could not give the description of the specific 
plants, sir. 
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Mr. Deane. That is inadequate testimony, Mr. Chairman. 

Mr. StemMp_er (to Colonel Gilman). You have the report of the 
facilities there. Why do you not read one of those reports? 

Mr. Deane. That is all I have, Mr. Chairman. 


DOUBT OF SERVICES ON CLOSING ACTIVITIES 


Mr. SHepparp. Mr. Flood? 

Mr. Fioop. Mr. Secretary, I think you should know that long 
before any legislative committees interested themselves in this prob- 
lem and long before there was a Department of Defense, this com- 
mittee was just as concerned about what you were talking about as 
the Department of Defense or these legislative committees. 

There is nothing in the second paragraph of your statement with 
which I have any quarrel, or with which anyone else on this committee 
has any quarrel. 

Now, that we have established that premise, what I am concerned 
about is this: 

What all this shouting is about this morning. Now, asI understand 
it, out of all this list of conflicts between defense and private enterprise 
there are some coffee plants and a couple of rope plants and a couple of 
paint plants, as well as a couple of printing plants which are responsible 
for this; is that right? 

Mr. LanpuHier. Yes, sir. 

Mr. FLoop. Will you answer this question for me: 

If there is any doubt—if the Army and the Navy and the Marines 
had any reasonable doubt—you prefer the word “reasonable.” As a 
lawyer we say “reasonable doubt” under the circumstances. No one 
has ever been able to find out what “reasonable” is. So, we will say 
‘reasonable under the circumstances.”’ 

Now, “reasonable” under these circumstances means “reasonable”’ 
to the national defense in the opinion of the Army, the Marines, and 
the Navy insofar as these specific operations that I have just detailed 
are concerned, and that is all. Is not that where we are? Isn’t that 
where we are this morning? 

Mr. Lanpuier. If we have any reasonable doubt it would affect the 
security of the operation of the Department of Defense, we would not 
recommend it. 

Mr. F.Loop. I am not talking about the Department of Defense. 
You have made your position very clear. 

May I add for the record that I do not stand in awe of the top 
defense hierarchy as apparently does some of the Army, Navy, and 
Marines; understand? That is, merely because you are the Depart- 
ment of Defense and you say “this is it.” That leaves me cold. Let 
me assure you, that being the case, there is some doubt—reasonable 
doubt—in the Army and in the Navy and in the Marines. Now, if 
that is true, you have a couple of hundred on the list one way and 
you have a couple of hundred on the list the other way about which 
no one disputes and there is no reasonable doubt even with the 
services. 

However, there is some reasonable doubt, or, at least, there was 
until somebody twisted their arm in my judgment, or at least there 
was some reasonable doubt not too long ago about these half-dozen 
operations. Now, if that is true, why out of an abundance of caution, 
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why out of the whole of this entire operation do, you not resolve all 
reasonable doubts in favor of the services instead of in favor of private 
enterprise? 

Private enterprise is not such a sacred cow that we must salaam to 
it under all circumstances. 

For instance, I heard this Navy man stand up when someone asked 
him if he spoke for the Navy. I believe he was a lieutenant com- 
mander. He said “Yes.” Then he was asked “What are you here 
for?” He replied, “I am here to back up the Department of Defense.” 
Well, now, they had a change of heart, or a change of mind as the 
chairman examined them. The Army man came to the same con- 
clusion—at least, the civilian did. Generally, it is the other way 
around, but in this case he agrees also.’ Now, the Army is admitting 
to having had a close demarkation line, or whatever they were worried 
about, but they thought they should have this. I think they were 
talking about roasting plants. I have no interest in any of these 
plants—rope, coffee roasting, or anything else—but I am impressed 
by this fact: 

I believe the Army people were just as sincere about the national 
defense as vou are, and they had grave doubts about some of these 
items. The scale was tipped in your favor when you talked about 
some tax items. That tipped the scales in the balance on behalf of 
the Defense Department items on taxes only, or, so they told me. 

o, this man said—and he is the Army mouthpiece—‘‘l do not think 
that should be done.” 

If the demarkation line is that close and thin and if the scale is 
that evenly balanced and if the questions of economy are not the 
determining factors alone as you say, then, such a narrow question of 
doubt should be determined by you in behalf of the Army and not 
private enterprise. I thought you thought that too, but obviously 
you do not. That should follow also in the case of this Nav vy man’s 
response in regard to paint, and the Marine’s response in regard to 
printers as well as the Army printers in these 5 or 6 cases, which could 
go one way or the other. 

Where the area of doubt is so close it should be removed from the 
area of doubt and all doubt should be resolved in behalf of the par- 
ticular service concerned, and not private enterprise, in that case, if 
those are the facts. 

Now, if those are not the facts, strike out everything I have said. 

Mr. Forp. Would the gentleman yield? 

Mr. FLoop. Yes. 

Mr. Forp. In the 5 or 7 cases which are apparently in controversy, 
would it be helpful if we had a listing as to which involve national 
defense? I mean, for example: Does the discontinuance or the 
continuance of a coffee-roasting plant involve national defense? 

Mr. Fioop. I am sure they all do. 

Mr. Forp. Does the continuance or discontinuance of paint shops 
involve national defense? In other words, was that the problem in 
making the decision in each of the cases? I think that ought to be 
decided first. 

Mr. Fioop. I agree with that, but I take for granted that we would 
not be wasting time now on these things unless we thought they in- 
volved a question of merit. I feel if these 5 or 6 items are sufficiently 
important for the consideration of this very distinguished committee 

































52 


that the Army people and the Navy people and the Marine Corps 
people in the first instance should be here before us so we could say to 
them ‘‘why did you want these things in the first place?” ‘‘Why is it 
important to you?’ Then, these defense people should have their 
say, and the other people would have any rebuttal which they desire 
to make. Otherwise, we are wasting our time. 

Mr. Forp. I would agree with you, but in one case the question may 
be predicated upon economy or cost and in the other case the question 
may be predicated upon essential national defense problems. Let us 
have a list as to what was the basic objection from each of the services, 
if there was an objection. 

Mr. Fioop. I want to make it clear, Mr. Ford, that I am anything 
but impressed by this official statement, and by this Army civilian 
statement that they have changed their minds. I do not believe the 
Army changed its mind, and | do not believe the Navy changed its 
mind. I think I smell a slight odor of Billy Mitchell again, and I do 
not think it is right. If this is not important, I am not interested, 
but if these things are important, then let us find out about them. 

Mr. Lanpuier. Regardless of whether the factor is cost or national 
security or what it may be, in the consideration, perhaps, to briefly 
review our process might answer your question. 

Mr. Fioop. It will help. 


PROCESS OF MAKING DECISIONS 


Mr. Lanpuier. The military departments submit to us an activity 
such as coffee roasting, for example, and they state what it is, how 
much it is worth, and what the cost to produce it is. If that is 
sufficient information, they submit it, and also submit why they feel 
they should retain it, and what other justification they have. We 
review that justification regardless of the reasons, and if we agree 
with them, from any determination we can make, we approve it, and 
it is continued. If we do not agree, we write back and state the 
reasons as to why we do not agree with them, and tell them in the 
light of these reasons why we are going to recommend that it be 
discontinued. In all such cases, if the reasoning is not accepted by 
that military department, the Secretary can come back with a re- 
claimer on the decision, and put forward any question that we may 
have slighted or overlooked or that they may have overlooked. I[ 
can take that to the Secretary of Defense for decision if it is con- 
sidered that our judgment was valid. That has not been done in 
these cases and consequently our decision has been accepted as 
having adequate reason. 

Now, I hope that you are not under the impression that the deci- 
sions passed out by the Assistant Secretary of Defense in respect 
to areas of the military are never appealed. They are on many, 
many occasions appealed, and it is a standard process to not auto- 
matically accept the first judgment. 

Mr. Fioop. May I interrupt to inquire, Mr. Secretary? Iam sure 
that is so, but do you have a very lengthy record of appeals from any 
of the civilian Defense Secretaries, or Assistant Defense Secretaries 
or even Deputy Defense Secretaries where by private enterprise is 
the issue as against national defense? 

Mr. Lanpuier. No; we do not, as I recall. 
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Mr. Fioop. I would imagine not. I know there are appeals in 
matters having to do with the general operation of the services. I 
know that their numbers are legion, but I am under the impression 
under the circumstances and, of course, as a lawyer you know we 
always talk about the “existing circumstances’’—that is one of the 

yardsticks—I have the impression that under the existing circum- 
stances the minute the phrase “private enterprise” or ‘“business”’ 
appears on the scene that that is the end of the argument in most 
cases in your Department today. 

Mr. Lanputer. On the contrary. I feel it is very strong pressure 
on the part of our service Secretaries. I am talking about civilians, 
let alone the military, to retain every commercial industrial activity 
that they feel is essential for the carrying out of their job. 

Mr. Fioop. Oh, yes; I believe that. That is not on the contrary. 

Mr. LANPHIER. And, they will so state. 

Mr. FLoop. You have proven that. You have given me a list of 
cases here where you have kept them. That is the best proof in the 
world of what you say being true. I am only concerned about this, 
and it has nothing to do with business or defense or anything else. 

When you get down to a half-dozen items like this where there is 
some serious concern about them, and there obviously is, despite 
what these men said this morning, why do you not forget about those 
things, and stop trying to resolve them? It is not worth that. 

Mr. Lanputer. In other words, we should accept whatever the 
departments have submitted? 

Mr. F.Loop. Oh, no; you would not do anything of the sort, and I 
do not want you to do that. I voted for your Department, and I 
would vote for it again, but not the way it is always administered. 
However, the idea is good. 

Mr. Scrivner. Mr. Chairman, may I make a suggestion following 
some of these statements? 

Mr. Manon. Surely. 


CRITICISM OF PRESENTATION 


Mr. Scrivner. There has been a lot of hipshooting here at targets 
which are not really seeable. May I suggest, as a logical approach to 
this problem, by requesting the Secretary to first give us the list of 
those projects which are in controversy. That will be the beginning, 
as I see it, and then the reasons why they were established. 

A lot of these reasons go so far back in history and no one can re- 
member why the Department felt that they should be instituted. 
We could then hear the reasons the various Departments said they 
should not be discontinued. Then we should have the Department of 
Defense rebuttal. Then let us draw our own conclusions, based upon 
that presentation. 

Mr. Manon. Does the gentleman request we have all of that infor- 
mation presented? 

Mr. Scrivner. The Secretary’s statement is more in the nature of 
a conclusion drawn upon facts presented to them rather than a 
presentation of the facts upon which we can draw our own conclusions. 

Mr. Manon. We will need to go into each project to whatever ex- 
tent is necessary. 
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Mr. Scrivner. It would be very simple to start out with the rope- 
walk, when it was originated, and wind up with a simple statement of 
fact on both sides. 

Mr. Lanputrer. What we need to know is have we left something out 
that you require for your consideration. That is what we need to 
know. 

Mr. Manon. You have given us a good general statement covering 
your point of view. 

Mr. Lanputier. I am talking about the information which we should 
submit, Mr. Chairman. In other words, on the 56 that we have 
submitted is the information submitted of a character to enable you to 
consider the problem? 

Mr. Miuuer. Mr. Chairman, may I interject just one point here 
in view of the fact that you are planning some further procedure? 
I would like to convey this idea to the chairman: 

I do not know how this language in the bill is interpreted. It 
may be, strictly speaking, that this sort of thing is a part of this 
proceeding, but when I look through it and see that we are discussing 
another part of the agenda which has been brought up here by these 
gentlemen and which involves cobbler shops, laundries, and various 
and sundry housekeeping installations and matters, I do not think 
the act ever contemplated that we dispose of that sort of thing with 
such formality which certainly is not of importance, and limit our 
discussions to the things which involve policy. 

Mr. Manon. That has been my general feeling: that we would not 
bother much with any item unless it was controversial. 

Mr. Scrivner. That is right. There is no reason to go into those 
which are not. 

Mr. Manon. I get the idea from Mr. Scrivner, however, that he 
wants a detailed analysis. It seems to me that the cobbler shops 
are almost like the paint shops and the rest of these things. 

Mr. Miter. It is my suggestion that we try to eliminate that sort 
of thing. 

Mr. Lanpuier. Mr. Chairman, we have submitted an analysis 
of each one of these six that we have particularly reviewed. Is there 
some information that you feel is not in that analysis that you want us 
particularly to bring up? We would like to come before the com- 
mittee with the necessary information if there are not things in this 
submission which you want. 

Mr. Fioop. That raises my original question, I want to talk to the 
Navy people about the ropewalk; I want to talk to the Army people 
about their coffee, and whatever else they are upset about, and then 
when they tell me their story, I would like our distinguished friend 
to say if that is wrong. 

Mr. Manon. He has already said it is wrong. Whatever they are 
going to say he says is wrong. 

Mr. Fioop. I think we have the cart before the horse. Maybe he 
is right, but I do not know. 

Mr. Manon. We have started out this way, and let us not strike 
out what we have done, and start all over again. 

Mr. Ostrertaa. Mr. Chairman, would it be out of line for this 
committee to meet in executive session at this time to consider the 
suggestion offered by Mr. Miller on the general area of approach and 
the question of limiting types of operations for consideration? 
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Mr. Manon. I think it would be all right. 

Mr. Lanputer. How about Wednesday, Mr. Chairman? 

Mr. Manon. You can be back Wednesday? 

Mr. Lanpuierr. Yes, sir. 

Mr. Manon. Let us have you Wednesday, but why should we not 
go ahead since we have started on it, and hear the Navy? You can 
get them up here; can you not, General Moore? 

General Moore. Yes, sir. 

Mr. Manon. Let us have the Navy and Army people also, and not 
just these people here. 

General Moore. I will get a representative, if- you like, on the 
secretarial level. 

Mr. Manon. It may be we would want to hear some of the outside 
witnesses so we would know better how to interrogate the others. 
However, at any rate, let us have a hearing tomorrow morning at 
10:15. We will have an executive meeting at 10 o’clock in order to 
discuss the procedure. 

The committee stands adjourned until 10 o’clock tomorrow morning. 


WEDNESDAY, JANUARY 11, 1956. 


Navy RorpEwWALK AND CHAIN SHOP 


WITNESSES 


ROBERT C. LANPHIER, JR., DEPUTY ASSISTANT, ASSISTANT SECRE- 
TARY OF DEFENSE (SUPPLY AND LOGISTICS) 

JACK L. STEMPLER, ASSISTANT GENERAL COUNSEL (LOGISTICS) 

COL. B. V. LEARY, USMC, STAFF DIRECTOR, COMMERCIAL AND 
INDUSTRIAL ACTIVITIES DIVISION 


Mr. Manon. We will resume our hearing. 

Mr. Lanphier, since you were here we have heard some outside 
witnesses and Members of Congress and representatives of some of 
these enterprises discuss this subject. 


MEETING WITH MASSACHUSETTS DELEGATION 


Did you have a conference last year with members of the Massa- 
chusetts delegation in regard to the chain shop and the ropewalk at 
the Boston Naval Yard? 

Mr. LanpuiER. Yes, we did. 

Mr. Manon. Mr. McCormack, the leader of the House, and Mrs. 
Rogers and Mr. Bates and Mr. Curtis were in here yesterday, and | 
understood from Mr. McCormack that you had promised this group 
that you would not close the chain shop and that you would keep the 
ropewalk open for research and development. 

What is your recollection on that? 

Mr. LanpuiEr. As I recall it, sir, at the time we said we would not 
close them until we had notified them further of our firm intent and 
finding. When the 638 rider was passed we assumed by so advising 
your committee and the Senate committee we were giving notice of 
intent and that satisfied that situation. 

We did tell them we would continue to use the testing and laboratory 
facilities at the ropewalk for research and development, as we discussed 
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here Monday, and that the chain factory, being a part of the Boston 
Navy Shipyard forge shop, would not be dismantled as such, but 
would cease to manufacture bulk quantities of chain there; they would 
buy that from other sources. That is my recollection of the trend of 
our discussions. 

Mr. Manon. They seem to have a very definite recollection that 
you would not close these activities. You take the position that 
more or less that was agreed upon, but in view of your further studies, 
and in view of section 638, you are remodifying what you said that 
you would do; is that the point? 

Mr. Lanputer. I would say we did not indicate that we would not 
still recommend the closure of either one of them, but that we would 
let them know if we did take such definite steps. I believe that 
meeting was about in June. Perhaps they told you. It was prior to 
the passage of 638. 

There were other matters up with the Philadelphia group with re- 
gard to some facilities there that were under consideration. During 
the period from the 15th or the 20th of June until section 638 came out, 
we sort of held things completely in abeyance. In the case of the 
printing plant we held up for 30 days until we could contact the Joint 
Congressional Committee on Printing. 


WORK SUBCONTRACTED TO NAVY CHAIN SHOP 


Mr. Manon. It was also said yesterday that the chain shop did a 
very special type work, at least in part, and that the Department of 
Defense had gone out and let contracts for chain manufacture and 
the contractor, the independent businessman, had subcontracted it 


back to the navy yard. 
Mr. Lanputer. I am not aware of that. Maybe the Navy repre- 
sentatives here can tell about that. 


NUMBER OF EMPLOYEES 


Mr. Manon. There was another question that arose as to the figures 
you have given us on the employees and the figures given us by the 
people who were up there in the shop and counted noses. 

Now, for the ropewalk you said that there were 78 employed and 
the witnesses just fresh from up there say that there aré 27. In the 
chain shop you said 80 and the witnesses say 42, and with regard to 
the Norfolk paint shop you said 51 employees and the witnesses 
said 35. 

Those figures do not seem to make sense. Can you reconcile them? 

Colonel Leary. These figures were taken from the analyses, and I 
think the Congressman will note we mention in the letters to the 
committee we state, ‘Employment data for period of survey.” We 
recognize that there would be fluctuations. 

Mr. Manon. What was the date of your survey, if you know? 

Colonel Leary. For the chain, January 26, 1955. For the rope- 
walk—— 

Mr. Lanpuier. Am I not correct—in the case of chain there is 
another problem to identify precisely what personnel in the forge 
shop are purely on chain and what might be on miscellaneous other 
forging activities. In fact, that is one of the reasons we have been 
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unable to say what would be the personnel change impact on the forge 
shop 

Colonel Leary. On the rope I would say about July, 14, 1954. 

Mr. Manon. That is more than a year and a half ago. 

Colonel Leary. Yes. 

Mr. Lanputer. I believe there is a released figure you gave cur- 
rently as compared to what our figure was on rope. 

Colonel Leary. Yes. 

Mr. Manon. You mentioned 78 and they said 27. 

Mr. Lanputer. There have been fewer reductions occurring during 
that period. 

Colonel Leary. We used the figures available instead of going all 
over it again. That is why we specified: “Employment data at the 
time of surve).”’ 

Mr. Manon. Do you have people here who can clear up this sub- 
contracting business? Who is the one that can tell us about the 
contracting for these chains? 

Admiral Royer. We will have to verify that information. 


RECOMMENDATION OF DEPARTMENT OF DEFENSE 


Mr. Wiaeieswortu. I think, Mr. Chairman, that the situation 
has been pretty well covered. I am not quite clear, however, as to 
the extent of the reduction which is recommended by the Department. 

Is the recommendation at this time to close up both the rope walk 
and the chain shop entirely; is it to maintain either or both for the 
purpose of research and development, or is it to close them up and 
retain them both in mothballs, against possible requirements in time 
of emergency? 

Mr. LAnpuieR. With respect to the rope walk first, we anticipate 
that the Boston Shipyard will continue to explore methods on con- 
servation, improvement and substitution of raw materials used in 
making cordage; will develop specifications used in the procurement 
of cordage and test rope procured from commercial sources. Supplies 
of experimental cordage necessary to prove determinations made in 
laboratory explorations of improvements to specifications will be pro- 
cured from commercial sources and manufactured under the guidance 
of the shipyard laboratory. 

Mr. Wiacieswortu. Is there any research and development func- 
tion in respect to the chain shop? 

Mr. Lanpurer. With respect to the chain shop it is anticipated that 
small, or special lots, or special types of chain will be manufactured 
in that forge shop which will not be dismantled. They anticipate they 
will keep their dies and special tools to make it, but that bulk quanti- 
ties of chain will be purchased from commercial sources. If there are 
any types of chain commercial sources are not equipped to make or 
cannot make, they will be made in that forge shop on an ‘“‘as needed”’ 
basis. 

Mr. Wiaccieswortu. And there are such, are there not? 

Mr. LAanputer. | believe there are. The forge shop is used for other 
purposes than just chain manufacturing, which | believe you will 
appreciate. 
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CHAIN FOR “FORRESTAL”? TYPE CARRIER 


Mr. WiaecieswortH. We have been advised that this setup is 
equipped to manufacture chain that is required for the Forrestal-type 
carrier; that there is no other organization so equipped at the present 
time. This is one activity which will be retained, I assume. 

Colonel Leary. From what I remember, the work orders pertaining 
to the Forrestal will be completed by the chain manufacturing facilities 
of the Boston Naval Shipyard. 

Mr. Fioop. That is not responsive to the question. It is very 
interesting, but it is not responsive. 

Mr. WiaaieswortH. The answer is ‘‘Yes,”’ is it not? 

Mr. Lanpuier. The answer is ‘‘Yes.”’ 

Mr. SHEPPARD. May I interrupt? In other words, your statement 
was that, insofar as the production of chain requirements for the 
Forrestal are required, they will be completed? 

Colonel Leary. Right. 

Mr. SHeppARD. How about other chain of like character for other 
carriers that are on their way—and I presume that you are going to 
ask this year for appropriations for additional carriers that w ‘ll carry 
a chain of that general structure, size, and so forth. 

Colonel Leary. You will get a better answer from the Navy, but 
the determination made was that all recurring chain which could be 
made by private industry would be made by them. 

Mr. SHEPPARD. Have you gone into private industry to find out 
whether they have the prerequisites to fabricate such chain? 

The information given to the committee here yesterday, as I recall, 
was strictly to the effect that you have already let a contract to do 
the chain work and that the contractor could not possibly fabricate it, 
so he had to go back to the Navy as a subcontractor. How far have 
you gentlemen gone into this issue, and do you know what you are 
talking about? 

Colonel Leary. Would you mind putting your question to the 
Navy? 

Mr. SHEPPARD. The question can be read by the reporter to anyone 
who can answer it. I think it is a potent contribution to what you 
have discussed here. 

Mr. Servis. All the chain for all the major carriers of the Forrestal 
type must be manufactured in the Boston Naval Shipyard. All other 
industries, including Chrysler, and Weyman-Gordon which is considered 
one of the largest ones, do not like to make short runs of major chain 
such as the chain for the Forrestal-type carrier. They have all been 
solicited and asked if they would like to bid and they have all turned 
it down. No one has a desire to manufacture that size chain. For 
that matter, other sizes of chain as well, because chain is something 
which is a short-run item and they like to make huge quantities of a 
certain item and not just short runs. 

Mr. WiceLeswortu. Mr. Chairman, we have Secretary Lanphier’s 
statement before us, and we have had a very full statement from 
those primarily concerned in the two agencies before us. I think the 
situation has been pretty well covered. 

I understand in this respect, and in respect to other items in dispute, 
the Department is going to furnish us with the economic picture in 
each case. I think that isimportant. I do not think I have any further 
questions to ask at this time. 
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Mr. Scrivner. | have no questions. 
Mr. SuHepparp. Are there any other questions? 


NEED FOR REEXAMINATION BY DEPARTMENT 


Mr. Fioop. I have no questions, but may I make a suggestion? 

Mr. Secretary, we have been beating this ropewalk and chain thing 
over the head now for days. Obviously, there is serious, bona fide 
doubt here all over the lot. You obviously see you are meeting with 
intelligent and sincere resistance in different areas on this particular 
operation. 

Now, we do not question the bona fideness of your purpose, and we 
practically agree to 99 percent of what you suggest on the other items. 
Why, in all fairness and reason, when you run into a situation like 
this, must you persist? Why do you not tell us that you will withdraw 
this particular item for further examination? You are in trouble with 
this and we are in trouble with it. I am not satisfied that you know 
what you are doing in this case, and under your own statement that 
immediately puts these facilities under a question of reasonable doubt. 
Why would not your Department under such circumstances say, 
“Gentlemen, we would like to reexamine this. We are going to pull 
this out of this list.”’ 

It strikes me that you should exercise a rule of reason, as well as this 
committee, upon occasion, and you certainly seem to be in that 
position. Do you not feel that? 

Mr. Lanpuipr. Are you speaking about the chain manufacturers 
now, or the ropewalk? 

Mr. FiLoop. Just this one thing. 

Mr. Lanpurer. Chain. 

Mr. Fioop. There is chain and rope. There is the ropewaik and 
the chain plant. 

Mr. Lanpuier. As regards the ropewalk, I think the statement is 
very clear that we are going to maintain it as a research and develop- 
ment specification organization and buy rope from outside sources. 

Mr. Fioop. You know what I am suggesting. If you want to be 
adamant, I feel that you have a problem, and if you want to come in 
here and say, “Here is the list, that is that, take it or leave it,’’ that 
is one thing. It is up to you gentlemen to reject. If you persist 
in your wisdom in placing upon this committee the burden of taking 
such a negative action under the act of Congress that we passed, that 
is your right. 

It strikes me somebody in that vast institution down there at 
half past 10 this morning would perhaps say, “Perhaps there is a 
problem,” or ‘“‘do you not know = n there any more? 

Mr. Lanputer. Yes; we do. I do not see the problem. 

Mr. Fioop. You do not? 

Mr. Lanputier. NO, sir. 

Mr. Fioop. Very well, Mr. Chairman. None are so blind as those 
who will not see. 

Mr. SuepparD. Who is here representing the Navy that can give 
us a complete picture of the operational aspect of the Navy projects 
that are involved here and are in a controversial status? 

General Moore. I believe that Admiral Royer is here. 
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Mr. Lanputer. I would like to make a comment. We submitted 
nothing, I believe, Monday, with respect to the printing plant. If 
you want that information from us, Colonel Leary has it. 

Mr. SuHepparp. Thank you. 


WEDNESDAY, JANUARY 11, 1956. 


PRINTING PLANTS 


WITNESSES 


ROBERT D. KING, DEPUTY ASSISTANT SECRETARY OF THE ARMY 


(FINANCIAL MANAGEMENT) 
BRIG. GEN. A. B. DENNISTON, DEPUTY QUARTERMASTER GENERAL 


GENERAL STATEMENT 


Mr. SuHepparp. Mr. King, will you identify yourself? 

Mr. Kina. I am Robert D. King, Deputy Assistant Secretary of 
the Army for Financial Management. I have been told that I am to 
speak with respect to the Army printing plant at Fort Jay, Governors 
Island, N. Y. 

This printing plant at our Recruiting Publicity Center operates 
and produces printed recruiting material for both the Army and the 
Air Force. In this printing plant we now employ 1 Army officer, 
35 enlisted Army men and 2 civilians, 1 Air Force officer, and 28 
airmen. 

Mr. WiacLeswortH. How many civilians? 

Mr. Kina. Two civilians. 

The Secretary of Defense has determined that this printing plant 
will be closed. We have prepared a plan to contract through the 
Government Printing Office, the printing with private contractors in 
the New York area. 

Mr. SHepparD. In other words, is it to be interpreted from your 
statement that this is to be an open-bid contract, or a negotiated 
contract? 

Mr. Kina. I assume it will be open bidding as handled by the GPO. 

Mr. Mitier. May I note a point of order? I think that a project 
of this sort that involves only two civilians, and is a service problem, is 
not the sort of thing this committee should be bothered with. I just 
want to have that on the record and pardon me for the interruption. 

Mr. Suepparp. That is perfectly all right. The gentleman is en- 
titled to interrupt at any time. 

Proceed with your statement, Mr. King. 

Mr. Kine. We had some reluctance at the time this was considered 
but we feel now we will be able to overcome this. In the New York 
area in the printing business there is about a 3-month vacation during 
the summer season when they let off most of their employees. They 
concentrate their leave schedules in the summer season. 

We had some concern about that at the time as to whether or not 
we would be able to obtain in that area the necessary printing during 
the summer months. We feel now we will be able to provide a work- 
load that I think will be worthwhile to the printing trade in the New 
York area. 
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The other consideration I must point out to you is that this puts 
into the Army budget an additional $261,000 to pay for this printing, 
particularly to offset the soldier labor. The soldier labor that we 
were using will continue to be supported in our ‘Military personnel, 
Army,” budget appropriation, as you can well understand. These 
people will be assigned, however, to other duties. 

It is our desire, of course, as you all know, to remove as many 
military personnel of the Army from such administrative duties and 
transfer them to more direct combat duties, so this is in line with 
our program in that respect. But it does add $261,000 to defray 
the cost of this printing by contract for the Army and the Air Force. 
There is shown in our 1957 budget an additional $261,000 over and 
above the amount that was in the budget for the fiscal year 1956. 

Mr. Suepparp. Do you have a copy of the breakdown we received 
from the Assistant Secretary of Defense under date of November 17, 
that incorporates these contractors? 

Mr. Kine. Yes. I have some of those figures, sir. 

Mr. SHepparD. What is the cost factor differential that you have 
taken into consideration in your comments? 

Mr. Kina. Sir, we do not have specific cost figures, but we do 
have a comparison between what it was costing us, using soldier 
labor, versus what it will cost, and that amounts to the $261,000 
additional. 

Our program for 1956 in project 3033, which covers the cost of 
this printing-plant a ration in the budget, was $285,000. It will now 
rise in 1957, because of the contracting for the printing, to $546,000. 

Mr. Suepparp. I wonder if you can tell us what has caused the 
difference in your thinking in the period of time that you made your 
presentation for your appropriations for the last fiscal year and as of 
now. In other words, why were you not as economically minded 
when you came up with your budget request a year ago, both math- 
ematically and otherwise? 

Mr. Kina. As I indicated earlier, we had a very real concern about 
whether or not the trade could take this workload during those 
summer months when the trade normally is on vacation, and through 
subsequent investigation and dealing with the trade we feel now we 
can sustain our program during those months. 

Mr. Suepparpb. Mr. Sikes, you function as the chairman of the 
subcommittee. Do you have any questions? 


NUMBER OF PERSONNEL 


Mr. Sixes. What is the total number of personnel involved in the 
operation? 

Mr. Kina. 67. 

Mr. S1kes. How many military and how many civilians? 

Mr. Kine. 65 military and 2 civilians. 

Mr. Stxes. And the Army now wishes to close this facility, does it? 

Mr. Kina. The printing plant, which is only a part of the Re cruiting 
Publicity Center. 

Mr. Srxes. There is no controversy about the closing of the printing 
plant as far as the Army is concerned? 

Mr. Kina. No, sir; not at this date. 

Mr. Srxes. Was there previously? 
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ABILITY TO PLACE WORK UNDER CONTRAC1 


Mr. Kina. Yes. As I indicated last spring, when we were discussing 
this, we did indicate to the Secretary of Defense we had some concern 
over whether or not we could place our business during the summer 
months. 

Mr. Sixes. Was that the only reason for not wanting to close the 
plant? 

Mr. Kina. Yes. 

Mr. Sikes. Are you now convinced that the work can best be done 
elsewhere? 

Mr. Kina. Yes. I am advised by the technical people in the Ad- 
jutant General’s Office they can support the program. 


ECONOMY OF CHANGE 


Mr. Sikes. Have you supplied for the record comparable cost 
figures so that we may know the economics of the situation? 

Mr. Kina. We can do so, sir. However, as I pointed out, there 
will be no direct economy as such because the military pay will 
still go on with the people who are transferred out of there. 

Mr. Sixes. Considering the military pay is it going to cost more 
or less to have this printing done elsewhere? 

Mr. Kina. We feel an enlisted man is a pretty expensive printer. 

Mr. Sikes. That is not answering my questions. Is it going to cost 
more or less to have the printing done elsewhere? 

Mr. Kine. Naturally, from the overall standpoint, it will cost more 
in our budget. 

Mr. Sixes. How much more will it cost to have to have this work 
done elsewhere? 

Mr. Kina. About $261,000. 


REDUCTION IN SIZE OF ARMY 


Mr. Sixes. But you will have the 65 soldiers available for other 
work? 

Mr. Kina. Yes; the Army and Air Force will have them available. 

Mr. Stxes. Do you need them for other work? 

Mr. Kinc. What will happen, sir, is that insofar as the 36 Army 
spaces are concerned, those spaces will be considered in the general re- 
duction of the Overall Army so there will be a saving to that extent at 
least. 

Mr. Sixes. If it is going to cost more money, what are the real 
reasons for doing this job elsewhere than in a Government printing 
plant? 

Mr. Kina, I think in the long run this will be one of the ways we 
can achieve a reduction in the size of our Army in the administrative 
area rather than in combat forces. 

Mr. Srtxes. Are you using this as one means of getting down to the 
overall size limitation that has been imposed on the Army? 

Mr. Kina. Yes; by reducing in these administrative areas rather 
than the combat forces. 

Mr. Sixes. But it is going to cost you more money to get the 
printing done? 
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Mr. Kina. Yes; because we were using soldier labor. But taking 
the other facet of it into consideration, certainly these are the areas 
where we feel, from the Department’s standpoint, it would be better 
to reduce the size of the Army than in the combat forces. 

Mr. Sixes. Is there any reason other than the reduction in the 
size of the Army that you would offer as a support for your plan to 
close this printing plant? 

Mr. Kina. I have been informed by our Adjutant General’s Office 
who handle our printing activities that the use of soldier printers is 
more expensive, if you consider the annual cost of supporting a 
soldier. 

Mr. Rivey. Did not I understand vou to say, though, that we 
would actually be out of pocket $261,000 more than we are under the 
present system? 

Mr. Kina. Yes; directly as the budget indicates. However, the 
size of the Army is going down so the size of our military personnel 
appropriation for pay of personnel is also going down, so there will 
be an offset. In other words, through our reduction, Mr. Riley, of 
overall strength of the Army. 

Mr. Ritey. That is the only escuse they have ever given us for 
reducing the Army, trying to save the taxpayers some money. If it 
is going to cost $261,000 more to operate this in this manner than it 
did the other w av, it looks to me as though vou are not reaching your 
objective. If you are going to discharge these people from the Army, 
then your statement might appeal to me. 

Mr. Kina. There will be people released from the Army during this 
vear. 

Mr. Ritny. What about these particular people? These are 
trained printers. 

Mr. Kine. We have other printing activities where these people 
will continued to be utilized. 


REASONS FOR NOT CLOSING ALL ARMY PRINTING PLANTS 


Mr. Ritey. Why close up this particular one? I do not under- 
stand why you close some printing establishments and not others. If 
vour premise holds good in one case, it should hold good in another. 

Mr. Kine. I think it de ‘pends on whether the local printing trade 
in a particular area where we want the service performed can handle 
the work. In some areas it can; in some it cannot. There are some 
tvpes of printing work which we have performed at certain plants that 
are all classified and that makes a difference. This is not classified. 

Mr. Ritey. This is material for your recruiting, as | understand it. 

Mr. Kine. Yes. This is for recruiting publicity. 

Mr. Rituy. That material is shipped all over the United States? 

Mr. Kina. Yes. 

Mr. Ritey. And to the Territories? 

Mr. Kina. Yes. 

Mr. Rixey. Is it necessary to have some type of printing in one 
place and some in another? 

Mr. Kina. No; in addition to the actual printing plant there there 
are program developers, artists, and so forth, who will continue to 
work on the development of the program. 
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Mr. Riney. I know, but you said you have printing plants in some 
places where commercial printing is not available. 

Mr. Kina. Yes. We have certain classified types of printing. 

Mr. Rixey. If you ship this bulky material all over the United 
States and the Territories and keep other printing plants in places 
where commercial printing is not available for your purpose, why 
cannot you ship other materials and close up all your printshops 
except the ones that you keep for security reasons? 

Mr. Kina. In this overall program, Mr. Riley, in working with the 
Secretary of Defense, we have analyzed all of our printing facilities 
and we have categorized ue into different classes; that is, command- 
type printing, that is classified material, and such printing plants as 
this one where it is strictly nonclassified and can be handled by the 
commercial trade, it is in this area where this directive is applicable. 

Mr. Riney. You are closing ail the printing shops except the ones 
you have to keep for security ressons? Tl want to know why some are 
closed and some are not. It looks to me as though you are picking 
on certain areas. 

Colonel Leary. Let me go back a bit and tell you why these two 
are in question. We have in the Department of Defense two public ity 
printing plants. They make the p ‘ete rs—‘‘Join the Marine Corps,’ 
“Join the Army,” and all that. We have 2, 1 in Philadelphia and 1 
in New York. 

Back in January 1952, the Joint Committee on Printing stated that 
they Ww anted to close the Marine Corps plant and consolidate it with 
the Army plant in New York. Later on they said, in effect, consoli- 
date the plants wherever DOD may decide but just have one plant. 

After the Department of Defense looked into the matter it was 
decided that neither plant was justified, so DOD went back to the 
Joint Committee on Printing several times and recommended that 
both plants be disestablished, and that committee authorized the 
disestablishment of the two publicity printing plants. 

That is why these two were picked. 

Now with respect to the other printing plants, there is a study 
underway as the result of the Cooper committee report on fiscal 
management, or something like that, and one of their points in their 
report is they ask that, before any industrial funds are set up on the 
printing plants, they all be surveyed to determine whether or not 
they should be eliminated, or consolidated, so we will not be skidding 
our wheels, putting industrial funds in plants where we are going to 
discontinue them in the final analysis. Does that help you? 

Mr. Ritey. That does help. 

Mr. Scrivner. I have just a question. You referred to the Joint 
Committee on Printing. What committee are you referring to, the 
Joint Congressional Committee on Printing? 

Colonel Leary. Yes, Senator Hayden is the chairman. 

Mr. Riney. If a further study is being made to determine the 
advisability of closing these other plants, that is helpful. If you are 
going to go to commercial printing for the Army, the Navy, and the 
Air Force, I do not see wh 1y vou do not close them all up, exe ept the 
ones that you have to keep for security reasons. 

Colonel Leary. You may be right, but we are making progress 
slowly. If we put out arash directive that all printing plants except 
those required for security will be closed, we would be very wrong. 
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For rik a you have other criteria to consider. You have isolated 
areas. You may have some areas where you may not have enough 
printers to give you a satisfactory service. You ms My have somebody 
who wants to take unfair advantage because he is the sole source in 
an area. I understand there are some like that. 

So we go sort of slowly on that. 

Mr. Riney. If you are shipping this material from New York all 
over the world, it seems to me you could ship it from other areas to the 
points where you are going to use it. That is all. 

Mr. Deane. How much security printing is being done at this 
particular plant? 

Mr. Kina. None that I know of. 

Mr. Deane. Are your sure? 

Mr. Kina. I can check that and have the information inserted in 
the record at this point. Colonel Anderson has just informed me 
that there is no classified printing being done. 


VALUE OF EQUIPMENT 


Mr. Deane. What is the value of the equipment in this plant? 

Mr. Kina. Colonel Anderson, do you have any figures on the value 
of the equipment? 

Colonel ANDERSON. I bave no figures on the value. 

Colonel Leary. May I bring in a point here? 

Mr. Deane. Mr. Chairman, I would like at this point in the record 
to know the total value of the equipment in this plant, and what they 
propose to do with the equipment. 

Mr. Kina. Yes. 

Mr. Suepparp. Will you supply the material in response to the 
gentlemen’s interogation? 

General Moors. Yes. 

(The following was submitted:) 

The value of the equipment is estimated to be $113,731. 

Mr. Deanzr. What do you propose to do with the equipment that 
is in this plant? 

Mr. Kina. I would like to have Colonel Leary answer that. All 
our equipment is controlled by the Joint Congressional Committee 
on Printing. 

Colonel Leary. When these plants are disestablished, we report to 
the Congressional Joint Committee on Printing that we have excess 
equipment and then that committee reassigns the equipment where 
they want to put it. 

Mr. Kina. On a governmentwide basis, as T understand. 

Mr. Deane. That is all. 

EFFECT ON RECRUITING 

Mr. FLoop. Well, of course, I was laboring under the impression 
that I was going to get some information from the Army which would 
indicate two points of view. I should know better, there is no such 
thing. 

You tell me that the Adjutant General’s office was consulted by 
you, or some part of it, some shop at the Adjutant General's Office, 
about this printing plant. Now, another section of the Adjutant 
General’s Office comes up here and other sections of the Army and 
they will during the balance of this year, as they did all last year and 
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for several years, and say, ‘‘What are we going to do about recruit- 
ment? How are we going to get the boys to sign up?” There is a 
big deal about that; it is a serious problem. And this committee has 
been kicking that around for some time. 

Mr. Kine. That is right. 

Mr. FLoop. And we talked about this plant last year, what a great 
job of recruiting they were doing—Join the Marines, bla, bla, bla. 
The Army is doing a great job with posters and thinking up new 
things, and they told us how very proud they were of this operation. 
And I took it for granted they knew what they were talking about. 
That might have been a mistake, but at least I believed them. 

Now, the Adjutant General has prevailed upon you, I gather, to 
say, ‘‘Well, somebody else can do it just as well.’ 

Mr. Kine. I think that you should understand that just the actual 
physical act of printing is one thing and that the actual design of the 
art work on the posters and so forth will continue to be done by our 
center up there. 

Mr. Fioop. I know that. You can be assured of that. 

Mr. Kine. Yes. 

Mr. Fitoop. That I promise you. I know about pushing a button 
and towing a press and throwing the ink. There is such a thing as 
the morale in a setup once you have it operating and have a red-hot 
operation. 

Now, have you examined that? Are you satisfied that what you 
want to do is not going to affect any part of the program you were 
talking about last year at all? 

Mr. Kina. Yes, we are. 

Mr. Fioop. You are? 

Mr. Kina. Yes. 

Mr. FLoop. Some people think otherwise, but you have examined 
that and you are satisfied? 

Mr. Kina. Yes, I am. 

INCREASED COST 


Mr. Fioop. And now you tell us you are going to take X bodies 
out of there and absorb them in the service although it will cost you 
$261,000. We know it is going to cost us that much. 

Mr. Kina. Yes. 

Mr. Fioop. In addition to that expense on the absorption of these 
bodies of these bodies in the service, is it not, as a matter of fact, 
going to cost considerably more to do the actual physical printing by 
contract to private enterprise under your program? Do you hesitate? 

Mr. Kina. As I indicated earlier in my testimony, sir, we do not 
have actual cost figures on exactly how much per page it costs, or 
how much per poster it costs us right now at the moment under our 
present procedure. 

Mr. FLoop. Why not? 

Mr. Kina. We have overall figures, how much the total payroll is. 

Mr. Fioop. Let us forget about the X cents per page per program. 
As a matter of fact, you do know that in addition to the $261,000 
(on the men, more than just payroll) in addition to setting aside the 
physical equipment by putting it in mothballs, or whatever else you 
are going to do with it in compliance with Mr. Deane’s question, in 
addition to all the other values that could be placed upon this thing, 
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is it not going to cost you considerably more in the next fiscal year 
to add to the Army’s budget for your share of this program—a 
considerable amount of money? 

Mr. Kina. I do not think so. If you figure that each of these 
military persons working in this plant cost in our budget $5,000 a 
head to maintain, to fe ed, clothe, and so forth, and multiply that out, 
it would exceed the $261,000 additional we are putting in the budget. 

Mr. Fioop. We are even on that phase. Where are we on the 
actual printing? It will cost vou more? 

Mr. Kina. No, the cost of the printing is in this figure I have 
given you. 

Mr. Fioop. And that is all? 

Mr. Kina. Yes. 

Mr. Fioop. There are no other costs? 

Mr. Kina. No. 

Mr. FLoop. You tell us that you are going to wash out the 

261,000? 

Mr. Kina. Yes. 

Mr. Fioop. As a matter of fact, if you keep the men, you have an 
even balance on the dollars? 

Mr. Kina. Well, if we keep paying the men you will not save the 
$261,000. 

PERSONNEL REDUCTION 


Mr. Fioop. Are you going to discharge them? 

Mr. Kina. I| indicated earlier that in the general overall reduction 
of the Army this number of people will be far exceeded, in the reduction 
in the number of people on board in the Army. 

Mr. Fioop. Are you going to reduce the Army again this year? 

Mr. Kina. During this 1956 fiscal year. These people will be con- 
sidered as part of the reduction this year. 

Mr. Ftoop. Why this operation? Are you just going to arbi- 
trarily decide? Do you mean in the normal attrition, or will there be 
an actual cut? 

Mr. Kina. In the normal attrition over all, of the Army as a whole, 
this number of men will be reduced in the Army, and more. 

Mr. Fioop. That is wonderful bookkeeping. In other words, you 
have now assured me that while on paper on one page $250,000 would 
be on the budget, since you have to pay these men anyhow, vet as a 
matter of fact over here it is no problem, because they will not be 
there, or that equal number of bodies. 

Mr. Kina. Yes. 

Mr. Fioop. Wonderful. Wonderful. You think you are going to 
assure us that the only reason the Army had any objection to eliminat- 
ing this operation is because of this 3-month holiday period in the 
New York area? 

Mr. Kina. Yes, sir; and we so stated that in June. 

Mr. Fioop. Now that you have corrected that you have no prob- 
lem? 

Mr. Kina. No, sir. 

Mr. Fuioop. All right. 

Mr. Suepparp. Mr. Wigglesworth? 

Mr. Wiceiresworta. As I understand this picture, the recom- 
mendation of the Department involves 2 civilians, and 2 only. 
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Mr. Kina. Yes, sir. 

Mr. WiceLeswortu. In addition to that it involves 65 soldiers who 
have been doing jobs as printers. 

Mr. Kina. Yes, sir. 

Mr. Wieeieswortn. If those soldiers are transferred and retained 
they make unnecessary the acquisition of an equivalent number of 
soldiers. 

Mr. Kina. Yes, sir. 

Mr. Wiecitesworrn. If they are discharged then their salary, of 
course, is not reflected. J understand you to say you expect them to 
be discharged, and that if they are discharged the net overall will be 
a saving rather than the $261,000 increase you first indicated. 

Mr. Kina. Yes, sir. I would like to make sure in the record we 
are not speaking of discharging these particular men, sir. 

Mr. WiIGGLEsSwortH. You are going to discharge an equivalent 
number. 

Mr. Kina. Right, sir. I would not like to have the record indicate 
these particular men. 

Mr. Wiecieswortu. Obviously if the Armed Forces are to be 
reduced it is preferable to reduce them in areas such as this, rather 
than in the combat forces. 

Mr. Kiva. Yes, sir; that is our desire. 

Mr. WiacieswortH. That is all, Mr. Chairman. 

Mr. SHepparp. Mr. Scrivner? 

Mr. Scrivner. No questions. 

Mr. SHepparp. Mr. Ford? 


INCREASED COSTS 


Mr. Forp. I think we ought to have a statement or two on the 
record about the cost. As I understand it, there are 65 military 
personnel. 

Mr. Kina. Yes, sir. 

Mr. Forp. The average cost per annum for officers and enlisted 
men would approximate $5,000? 

Mr. Kine. That would be a rough rule of thumb that could be 
used; yes, sir. 

ir. Forp. If we multiply 65 by $5,000 it comes out $325,000? 

Mr. Kina. Yes, sir. 

Mr. Forp. And you add the two civilians. What would be their 
average cost? 

Mr. Kine. Around $4,000. 

Mr. Forp. That would be $333,000. In your 1956 budget you, 
of course, asked for funds in 1 project or another for the salaries of 
those 67 people? 

Mr. Kina. Yes, sir. 

Mr. Forp. It is true that for Project 3033 in your fiscal year 1957 
budget you are going to have to request an additional $285,000? 

Mr. Kine. $261,000; yes, sir. 

Mr. Forp. $261,000? 

Mr. Kina. Yes, sir. 

Mr. Forp. That in effect will take the place of the $333,000? 

Mr. Kine. Yes, sir. 

Mr. Forp. So that the net result is that you are going to save 
$72,000; is that right? 

Mr. Kina. Yes, sir. 
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CONTRACT PROCEDURE 


Mr. Forp. Do you contemplate you are going to contract this 
printing with the Government Printing Office or local printers in the 
New York area? 

Mr. Kine. Through the Government Printing Office with private 
contractors. 

Mr. Forp. The Government Printing Office does not have any 3 
months’ hiatus, where people are on vacation, does it? 

Mr. Kine. No, sir; except where they decide to go and contract 
for the work. They will act as a contracting agency for our printing, 
as you know, whether they print it in their own plant or whether they 
contract. for it. 

Mr. Forp. There is no problem, however, nationwide, in getting 
printing plants to produce these posters which, from a layman’s point 
of view, look like any ordinary poster? 

Mr. Kine. That is right. No; we do not feel there will be. 


COMBAT RATIO 


Mr. Forp. For the last 2 or 3 years, to my own personal knowledge, 
we have been beating the Army over the head—and I presume the 
Air Force as well—to improve its combat ratio. 

Mr. Kine. Yes, sir. 

Mr. Forp. In reference to total manpower strength. General West- 
moreland and the rest of them have been working night and day to 
try to pick up these people in uniform who were doing noncombat 
jobs. 

Mr. Kina. Yes, sir. 

Mr. Forp. Is this not a good example of where such people can be 
procured to be put in the combat units? 

Mr. Kina. Yes, definitely, Mr. Ford; this is all part of our pro- 
gram in the Army. These are typical areas. This is an example of 
administrative overhead. 

Mr. Forp. It has no relationship to combat at all? 

Mr. Kina. No, sir. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. SHepparp. Mr. Miller? 

Mr. Miter. In line with what Mr. Ford has just said, it is the 
policy of the Defense Department and the Department of the Army, 
is it not, when reductions can be effected in the Military Establish- 
ment, to make such reductions, wherever possible, in a place which 
does not affect the combat efficiency of the forces? 

Mr. Kina. Yes, sir. 

Mr. Mituer. That has also been the announced policy of this 
committee, has it not, so far as you are acquainted with it? 

Mr. Kina. Yes, sir. 

Mr. Miter. This is just one of the steps in that direction; is 
it not? 

Mr. Kina. Yes, sir; we feel so. 
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COSTS 


Mr. Miter. On the line of cost, I think Mr. Ford brought out, 
on the salary cost, that the saving would be in the neighborhood of 
$333,000 as opposed to the $261,000 of new money in the budget. 

Mr. Kina. Yes, sir. 

Mr. Miuuer. That represents the direct salaries, does it not? 

Mr. Kine. Yes, sir; direct salary and maintenance such as housing, 
food, and clothing. 

Mr. Mituer. It does not include all of the educational benefits 
and pension rights and all the things that go with uniformed service? 

Mr. Kine. No. You could use $10,000 instead of $5,000. 

Mr. Mituer. Actually there is a very substantial indirect saving, 
probably, that you just cannot count in dollars and cents. 

Mr. Kina. That is right. 

Mr. Miter. If you do not have these men printing, whether they 
are the ones discharged or whether somebody else is discharged, you 
will still not have to recruit 65 more people this coming year, by 
doing away with this job? 

Mr. Kina. As far as the 36 Army personnel is concerned, and 
likewise the Air Force would not have to furnish their 29 spaces. 

Mr. Mituer. That is all. 

Mr. SHepparp. Mr. Ostertag? 

Mr. Ostertac. No questions. 

Mr. SuHepparD. Mr. Davis? 

Mr. Davis. No questions. 


MARINE CORPS PRINTING 


Mr. Suepparp. Let me ask you this general question: You have 
listened to the presentations made by the gentlemen handling the 
printing interrogations in front of the committee with relation to the 
Army. Would the same general philosophy apply to the Marine 
Corps operation that has been presented to us as applying in the 
Army operation? You have reviewed this. You ought to be able to 
answer that question. 

Colonel Leary. In the Marine Corps there are 72 military and 36 
civilian personnel engaged in printing operations. 

Mr. Suepparp. Are you closing this plant upon the premises ex- 
pressed by the Army? By that I mean, you are going to put an equal 
amount of personnel out of the service, even though it would obviously 
or perhaps have nothing to do with the individuals in the printing 
plant, because you might have regulars there as against draftees. 

Colonel Leary. The Marine Corps would regard the elimination of 
these 72 spaces as a management efficiency which would permit these 
personnel to be reassigned to the operating forces. 

Mr. Suepparp. The principal procedure of the Marine Corps is 
identical, policywise, with that established by the Army; is that 
correct? 

Colonel Leary. I would say yes. 

Mr. SHepparp. Are there any questions? 


Mr. Rivey. Yes, Mr. Chairman. 
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Most of these people in the printing trade would have a higher 
classification than a private, as I understand it. 

Mr. Suepparp. That is true, of course. I realize they do have. 

Colonel Leary. Let me make one more point. The Congressional 
Joint Committee on Printing originally wanted to disestablish the 
Marine Corps printing plant and consolidate with the Army. That 
is what started the pot boiling. 

Mr. Wieciesworts. They have, in fact, approved the disestablish- 
ment of this plant as well as the other. 

Colonel Leary. I missed the question, Mr. Wigglesworth. 

Mr. WiaGLeswortH. The Joint Committee on Printing has ap- 
proved the disestablishment of both plants? 

Colonel Leary. Yes, sir; both. We furnished that letter to this 
committee on November 17. 

Mr. SuHepparp. We understand. Any questions, Mr. Deane? 

Mr. Deane. No. 

Mr. SuHepparp. Mr. Flood? 

Mr. FLoop. No questions. 

Mr. SHepparp. Mr. Wigglesworth? 

Mr. WiacieswortH. No questions. 

Mr. SHepparp. Mr. Scrivner? 

Mr. Scrivner. No questions. I have one observation. 

In view of the number of military that will be made available for 
military combat service, I would say it would be just a little more 
reasonable to discontinue this than it was the Army and Air Force. 

Mr. Suepparp. Mr. Ford? 

Mr. Forp. No questions. 

Mr. Suepparp. Mr. Miller? 

Mr. Miuuier. No. 

Mr. SHepparp. Mr. Ostertag? 

Mr. OstertaGc. No questions. 

Mr. SHepparpD. Mr. Davis? 

Mr. Davis. No questions. 

Mr. SuHepparp. All right, gentlemen. 


CHAIN Suop, Boston 


Admiral Royar, do you have the answers relative to the chain 
operation at the iden Navy Yard now, so that you can give us the 
complete details of that issue? 


USE OF SHOP BY CONTRACTOR 


Admiral Royar. Yes, sir. I have checked with the Bureau of 
Ships and with the Boston Shipyard. There is no record that we 
have ever taken a contract from a prime contractor, have done the 
forging, and returned it to the contractor. 

Mr. SHEPPARD. While you may not have done that in a contractual 
proc adap, did you loan to the contractor, or did you rent to the con- 
tractor the prerequisites of the production in the chain requirements 
under their contract that was issued, if it was a contract? 

Admiral Royar. No, sir. 
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CONTRACT PROCUREMENT 


Mr. SHepparp. Was there a contract written there for the produc- 
tion of chain at all; and, if so, what size chain? 

Admiral Royar. They are contracting now for practically all 
chain, with the exception of the Sonnatak class. There is no chain 
contractor able to produce that type of chain, so that is being produced 
in the forge shop at Boston at the present time. They are also pro- 
ducing outside swivel shots, detachable links, and other chain append- 
ages at the forge shop, and will probably continue to do that. 

Mr. SHepparpD. Did your source of information at Boston tell you 
there had been a contract let for chains at all? 

Admiral Royar. There are a number of contracts out for chain, 
yes, sir; for common chain. 

Mr. Suepparp. In that operation, where there was a private con- 
tractor functioning under a contract with the Navy, did or did not 
they borrow from the Navy the dies to perform the functions they 
were contracting to perform? 

Admiral Royar. They did not so state. I would have to check on 
that. 

Mr. Wiac.ieswortu. That is the point in question, is it not, Mr. 
Chairman? 

Mr. SuHepparpb. The reason I am stressing that, Admiral, is that we 
were told—— 

Admiral Royar. I misunderstood the question. I thought they 
brought the material into the yard and forged it in the yard and 
returned it. Did you mean the rental of dies? 

Mr. SHepparp. I do not know whether it was a rental, a lease, a 
loan, or what it was. That is what we are trying to establish. 

Admiral Royar. Subsequent information discloses that no bidders 
said they would comply even if the Navy would provide the dies. 


REASONS FOR CLOSING SHOP 


Mr. Suepparp. Admiral, you have been associated with the 
Navy and have been before this committee many, many times. [ 
think you, perhaps, as well as a few others are pretty conversant with 
the attitude of the committee pertaining to issues of this character. 

I fully realize the position that you are in. I do not want 
to embarrass you. 

However, what, if anything, in your opinion, outside of policy, 
now—and, please, I do not want to confuse this and get you involved 
in policy because I do not think I should or that any other committee 
member should at this time, because that would react to your personal 
embarrassment and I do not think that should be done—what has 
occurred in the operations aside from policy wherein today the chain 
requirements are not as pertinent to the Navy’s military requirements 
as they were a year ago, 2 years ago, et cetera, while the Navy has 
made its application and justification of appropriations? I am trying 
to draw a line of demarcation here, setting the policy to one side. 

Admiral Royar. I do not think there is any question but what chain 
is just as important as it ever was to the Navy. 

Mr. SHepparp. Has the economy in the production in the chain 
operations at Boston become burdensome as compared to what it 
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was a year ago or 2 years ago, economically speaking? Have the boys 
up there “‘soldiered’”’ on the job, and has the efficiency dropped? I 
am searching here very diligently for reasons, other than that of policy. 
Admiral Royar. No, sir; I do not think there is any lag in produc- 
tion. I think they are doing just as well as ever. 
I am just told that our prices there compare favorably with industry. 


INSISTENCE OF DEPARTMENT OF DEFENSE IN CLOSING ACTIVITIES 


Mr. FLoop. They certainly seem to be torturing this one. They 
are going to get this ropewalk and they are going to get this chain 
shop or whatever it is, if it is the last thing all the Pentagon and 
whoever is down there can do. They are going to close that place. 
They are certainly trying. 

Let us see, Admiral: Here is one of the oldest installations in the 
Navy, is that not true; of this kind of thing, anyhow? 

Admiral Royar. Are you referring, sir, to the ropewalk or the 
foundry? 

Mr. Fioop. Let us talk about the foundry for just a minute. 

Admiral Royar. The chain manufacturing is an integral part of the 
foundry. That is the forge shop, I should say. 

Mr. F.Loop. But the operation is an old operation up there in the 
navy yard? 

Admiral Royar. Yes, sir. 

Mr. F.Loop. And it is a good one. Now, in the course of building 
up that reputation, which is enjoyed by this operation in the Navy, 
over many, Many years, with very satisfactory service, it has developed 
a cadre of highly skilled specialists of which the Navy and the navy 
yard at Boston is very proud; is that not true? 

Admiral Royar. That is correct. 

Mr. Fioop. And if they get away from you into industry or into 
Canada or wherever they will go, you are not going to be able, prob- 
ably, to get them back very easily; is that not true? 

Admiral Royar. That is correct. 

Mr. FLoop. And they are engaged in certain operations which 
probably, somebody else could do someplace, maybe, just as well. 
But why does the Navy—at least, knowing the Navy like I do I would 
expect the Navy to be here this morning resisting to the limit, for a lot 
of reasons, the closing of this operation, and yet I have the clear im- 
pression that the Navy very meekly and very mildly bows to superior 
authority and, “We agree that the ropewalk and this chain forging 
plant or whatever it is at Boston is to be closed for the best interest of 
the national defense,” is that not it? 

Admiral Royar. That is correct. 

Mr. Fioop. You agree to that? 

Admiral Royar. You are getting me on policy, now. 

Mr. Fioop. Well, I am trying to get hold of somebody. It is like 
picking up quicksilver. I do not mean you, Admiral, at all, because 
as Mr. Sheppard said, certainly knowing this situation as I feel it and 
smell it all over the place I do not want to put a nice guy like you in the 
middle. Even to save the ropewalk or this chain shop I am not going 
to do that. But I am not satisfied that I am getting the bona fides of 
this particular operation. Some of them I have heard in the last 2 
days on paint and coffee and whatever it is. But there is something 
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rotten in the kingdom of Denmark as far as this operation is concerned, 
and I cannot find out what it is. 

I am not trying to make mountains out of molehills, but there is 
something the matter with this one. I have been pleading for days 
to get these Defense people to agree with me that once a case is 
maneuvered into the position that this one obviously is maneuvered 
into why do they not say, “‘Well, in that case if there is doubt we will 
leave it alone’’? 

Mr. Miuuer. Will the gentleman yield? 

Mr. Fioop. Yes. 

Mr. Miuusr. I am afraid Mr. Dulles might not like the record to 
contain a reference ,\to our ally, Denmark. I wonder if you would 
mind striking that out. 

Mr. FLoop. I am not so sure Mr. Dulles knows enough about Den- 
mark to express an opinion. 

Mr. Davis. Let us not exclude present company on that. 

Mr. Fioop. I just wonder why we cannot get the Navy or the 
Defense people to reexamine this one. There is obviously a serious 
doubt—at least, I think so. 

Mr. Scrivner. Mr. Flood, might I make one observation here? 

Mr. Fioop. Indeed you can. 

Mr. Scrivner. I do not share your concern. In this presentation 
it states specifically that where private industry cannot meet specific 
requirements for an order of chain in a given case provisions are made 
for filling such orders at the Boston Navy Yard. In other words, 
there is no contemplated complete closing out of this operation, but 
only as it relates to chain which can be procured in the regular course 
of private enterprise. At least, that is my understanding. 

Mr. Fioop. I know exactly what it says. 

Mr. Scrivner. If that is what it is, I do not share your alarm. 

Mr. Fioop. The Devil can quote Scripture, too. 

Mr. Scrivner. I am not the Devil, and that was not Scripture. 

Mr. Fioop. I think you know more about Scripture than I do. 

Mr. Scrivner. Perhaps I do. 

Mr. FLoop. I know what it says. In these other cases we have 
been talking about, I have no problem, but on this one I have trouble 
with it. It is being built up into a magnitude for some reason. I 
wonder why. 

Admiral Royar. Mr. Flood, as I said before the chain manufacture 
is an integral part of the forge shop. In general, according to the 
policy of trying to put everything in industry, the Navy voluntarily 
agreed to buy certain chain on the outside. 

Mr. FLoop. Yes. Iam for that. That is all right. 


PERSONNEL IN CHAIN SHOP 


Admiral Royar. They are maintaining, as I said the manufacture 
of the Forrestal type of chain, and certain other things they cannot 
get from the outside. 

I am also informed that the employment of the forge shop today is 
exactly the same as it was a year ago. In other words, there is a suf- 
ficient amount of work there in the forge shop to keep those people 
busy—the nucleus we have—and keep them occupied. 
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Mr. Fioop. Do I understand you to say that if and when this 
operation is closed none of these men who are now employed, all of 
these skilled technicians, will be laid off? 

Admiral Royar. For the foreseeable future we have enough work 
ahead for them. 

Mr. FLoop. You mean as janitors or technicians? 

Admiral Royar. No, sir; as technicians in the forge shop there. 

Mr. Fioop. Well, the foreseeable future for a man with 20 vears of 
seniority would be what? Six months? 

Admiral Royar. No. I would say for the next year or two. At 
least a vear. 

Mr. Fioop. Well, I certainly thing that vou, with vour longevity, 
and certain of my respected colleagues, would expect the length of 
their job to be more than a year, especially if you have been working 
for 20 years. 

Admiral Royar. That is correct, but you also have to think that 
there are other ships being built of that class, and there will, no 
doubt, be other requirements which will come up to take care of that. 

Mr. Fioop. I am sure there has been and there will be, if this is 
pursued further—and I hope it is not—an entirely adequate answer 
for the record to justify this thing, or it would never have been 
attempted. I know this operation pretty well. 

I am a little disturbed, and my regard for the Navy for various 
reasons has been lowered a little bit, when somebody would not 
break a lance for this particular operation under all the circumstances, 
and I find nobody willing to man the barricades here at all; and [ can 
see why. 

That is all, Mr. Chairman. 


MANUFACTURE OF HEAVY CHAIN 


Mr. SuHepparpb. At this point the Chair would like to interject the 
following comments, which are taken from the record that has been 
provided, I think, to all of the members present. I quote it as 
reflected in my breakdown of the type of facility and location for the 
chain manufacturing at the Boston Naval Shipyard, Boston, Mass. 
The last portion of the paragraph states as follows: 

It is not anticipated that there will be anv immediate effect on emplovment 
in the shipyard as a result of this action, since the shipyard will complete orders 
on hand to allow orderly phasing out of chain manufacturing operations. The 
long-range effect on shipyard employment as a result of this action cannot be 
forecasted at this time due to lack of experience to determine specifically what 
type orders commercial sources are unable to produce. 

At the same time all the testimoney we have had, Admiral, so far 
has been very specific that in the production field of the large link 
requirements, such as for the Forrestal and the counterpart require- 
ments, there was no place in the industrial category where that type 
of chain was being made; and, further, that industry was not too 
desirous of going into that field, because of the smallness of the order 
complex. 

Admiral Royar. That is correct. 

Mr. SuHepparp. There is an untenability in the presentation here 
as compared with the facts at issue. 

Admiral Royar. That is what I was trying to clear up. 











Mr. SHEPPARD. Yes, sir. 

Admiral Royar. In accordance with the present policy the Boston 
Shipyard intends to continue the manufacture of the type of chain and 
accessories they cannot get from the outside. So far they have been 
unable to get anybody to bid satisfactorily on the Forrestal type of 
cbain. 

Mr. SuHepparD. From your experience—and you have had a lot in 
the supply field, and I consider you a specialist in that field—what 
proportion of the total production of the chain operation in the Boston 
Yard, percentagewise, using the figure of 100 as our criterion, would 
be in the heavy exclusive chain function as compared with the general 
other categories of chain? 60-40? 30-70? What would it be? 
Just give us an estimate. I know you cannot be absolutely accurate. 

Mr. SuHanuey. There is very little heavy new construction chain 
except for the Forrestal. Most of it is an inch and a quarter or an 
inch and a half. 

Mr. SHEPPARD. I am sorry; I could not hear you. 

Mr. SHanutey. Most of it is in the smaller sized chain. The 
Forrestal is the 4%-inch, the only large chain they are making. 

Admiral Royar. What proportion would it be? 

Mr. SHANLEY. 80 to 90 percent of large chain. 

Mr. Suepparp. In other words, the actual production is 20 percent 
in the commercial category and 80 percent in the exclusive category, 
to wit, the heavy link chain; is that correct? 

Mr. SHANLEY. Yes, sir; that is an estimate. 

Mr. SuHupparpD. Do you have to have extraordinarily special skills 
maintained in order to produce your heavy link chains? 

Admiral Royar. Yes, sir. 

Mr. SuHepparp. The question is very pertinent, that Mr. Flood 
brought out: If these men have special skills, and judging from the 
testimony industry within itself is not in that field of production, 
that would obviously indicate to me, at least, from a production point 
of view, that there are very few of these types of skilled men available. 

Admiral Royar. The manpower, of course, is one thing, and the 
machinery is the other. 

Mr. Suepparp. I grant you that. 

Admiral Royar. Industry does not have the heavy dies they need 
for that type of chain. 

Mr. Suepparp. Obviously, Admiral, if they do not have the heavy 
dies they need for that type of chain and are not in production they 
have not been supplying manpower in that field. 

Admiral Royar. That is correct. 

Mr. SuepparpD. That places an extra importance upon the group 
of men who have been in that field. 

Admiral Royar. And that is exactly why the shipyard will continue 
to manufacture that type of chain. 

Mr. Suepparpb. In other words, then, you intend to keep your 
skilled heavy link chain-producing manpower there? 

Admiral Royar. That is correct. 

Mr. SHepparD. Can this committee depend upon that, and do you 
feel fully justified in committing the Secretary of Defense to that 


degree? 
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FUTURE CURTAILMENT 


Admiral Royar. To this extent: Unless industry comes in and says 
they can do the job. Then I think probably it would go to industry. 

Mr. Fioop. Will the gentleman yield? 

Mr. SHEPPARD. Yes, of course. 

Mr. Fioop. Skipper, you let them get away with this one ana your 
gun factory is next, and so on and so on and soon. Private enterprise 
will be running your destroyer flotillas under contract. The camel is 
getting his nose under the tent here. ‘The Pentagon is sweeping too 
far. 

I will go the limit with them on this, and we are going as far as I 
think they shoula in many cases. Gladly. Where you fellows do 
not belong i in business, on a ‘lot of your stuff, you should get out of it. 

This is passing the line of demarcation. If you let this one get by, 
throw the key of your gun factory away. That is the next one. And 
so on. 

Mr. Ritny. Mr. Chairman, will you yield? 

Mr. Sueprarp. The gentleman has the floor. 

Mr. Fioop. That is all. 

WORKLOAD 


Mr. SHepparp. I yield. 

Mr. Rizey. Is there sufficient work to keep the skilled labor 
employed in making just this heavy chain, or do they have to employ 
them in the making of other types of chain in order to keep steady 
employment and keep your personnel employed the whole time? 

Mr. SuHepparp. Admiral, you have heard the question. 

Admiral Royar. As I said before, the chain shop is an integral 
part of the forge shop. There is sufficient work to keep the specialists 
we have and also keep them busy in the forge shop. There is no 
question but what we can hold onto them under the present program. 

Mr. Ritey. Even if they only make the heavy chain? 

Admiral Royar. Yes, sir. 

Mr. Ritey. Thank you, Mr. Chairman. 

Mr. SHepparp. Mr. Wigglesworth? This is up in your country, 
so whatever interest you have in your interrogation, proceed with it. 


FUNCTIONS TO BE RETAINED 


Mr. WicGieswortH. Will you state again, Admiral, specifically 
what is contemplated under this recommendation (a) as to the 
ropewalk and (b) as to the chain shop; that is, what functions are to 
be retained. 

Admiral Royar. In the chain shop they will retain the manu- 
facture of the Forrestal-type chain. That is the 4%-inch chain. 
There will also be the manufacture of outboard swivel shots, detach- 
able links, and other chain appendages. 

Mr. Wiaciesworts. How about the ropewalk? 

Admiral Royar. The operation of the ropewalk will be closed 
down. 

Mr. WicGeLeswortH. We were told earlier this morning 

Admiral Royar. With the exception of probably—— 
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Mr. WicGLesworin. That it was to be retained in respect to all 
research and development activities. 

Admiral Royar. I was going to make that exception with respect 
to the research and development. 


PERSONNEL REQUIRED UNDER RECOMMENDATION 


Mr. WiaGLeswortH. Have you any estimate of what personne! 
would be required (a) in the chain shop and (6) in the ropewalk, on 
the basis of your recommendations? 

Admiral Royar. I would like to furnish that figure to you, Mr. 
Wigglesworth, for the record. 

Mr. WiecLeswortH. I wish you would do that, please. 

(The information is as follows:) 

Five personnel to be engaged in research, development, and testing of rope. 

Chain manufacturing is a part of the forge shop. Personnel required will be 
approximately 20 people and 2 supervisors. There will be additional personnel 
employed in the die, machine, and pattern shops. 

Mr. WieeteswortH. The testimony yesterday indicated on the 
ropewalk that the number had fallen from 78 about 18 months ago 
down to I think 27 now. 

Admiral Royar. Twenty-seven non-4B and 1 4B, a total of 28 

Mr. Wieeteswortn. In the chain shop the present number of 80 
it was stated would probably be cut in half or reduced to 40 in the 
near future. 

Admiral Royar. I have not got the breakdown of the chain shop 
and forge shop. The chain shop is a part of the forge shop. 

Information subsequently discloses that the employment of the 
forge shop in 1954 was 91 and in 1955 was 81. A part of this per- 
sonnel is engaged in the manufacture of chain. The number of 
people employ ed in the manufacture of chain in 1954 and 1955 is 
the same. 

Mr. WiccLeswortu. When you say ‘at the present time,” do 
you mean the present force will be required on the basis of the recom- 
mendation you have just specified in the record? 

Admiral Royar. Yes, sir. 


HEAVY PRESS 


Mr. Wiccieswortnu. Is my understanding correct that if private 
industry should decide to go into the Forrestal-type chain operation 
it would take several years to tool up, as well as a very substantial 
installation cost? I think it was testified that there are required 
2 or 3 stories underground, in order to mount the necessary hammers 
or presses. 

Admiral Royar. The heavy press. I think that is correct. It 
would take some time. I am not prepared to say how long it would 
take, but I am sure it would take a period of 1 or 2 years for industry 
to tool up to do that. 

When we put out our bids for that heavy type of chain we found 
that the commercial chain industry was not prepared at that time to 
handle it. They did not have the machinery to do it. 

Mr. SHepparD. Will the gentleman permit a question at that point? 

Mr. WiGGLESWORTH. Surely. 
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POSSIBILITY OF INDUSTRY RETOOLING 

Mr. SHEPPARD. Again referring to the cost factor and the excessively 
high cost of the installation of the heavy press that is essential, and 
the amount of the contemplated heavy chain that the Navy would 
require, would you consider that an industry would be justified in 
making an expenditure on capital investment of that character for 
the amount of chain to be contracted for; and, as a businessman, would 
vou do it? 

Admiral Royar. Mr. Sheppard, if 1 were in the business, I would 
not touch it. 

Mr. SHepparpD. That is what I thought. 

Admiral Royar. It is too short a life. There is not enough product 
in sight. That is my personal opinion; [ hope you will understand. 

Mr. SHEPPARD. Proceed, Mr. Wigglesworth. Thank you. 

Mr. WiaGLeswortu. It was testified yesterday that just as we 
have for many years considered both the ropewalk and the chain 
shop as an integral part of Navy operations, and have included them 
in the Navy setup, this practice has also been true for a great many 
years in England. Do you know if that is a fact? 

Admiral Royar. No, sir; I am not familiar with the English part 
of it. 

Mr. Wice.eswortu. I do not think I have any further questions, 
Mr. Chairman. 

Mir. SHepparp. Mr. Scrivner? 

Mr. Scrivner. No. 

Mr. Suepparp. Mr. Ford? 

Mr. Forp. No questions. 

Mr. SHepprarp. Mr. Miller? 

Mr. Miutuer. No questions. 
Mr. SuHepparp. Mr. Ostertag? 





EMPLOYMENT 





Mr. Ostertaa. I should like to refer again, Admiral, to the record 
of the material supplied us by the Defense Department, which indi- 
cates that the chain-manufacturing plant employment data for a 
period of analysis show 42 civilians and in the ropewalk 78 civilians. 
Does that ring a bell as the figure of employment as of now? 

Admiral Royar. The 78 civilians, I think, at the ropewalk, was 
taken from the second quarter of 1954. The end of the fourth quarter, 
1955, which is the latest figure I have here, shows the employment of 
the ropewalk was 28. 

Mr. OstertaGc. Where did the 42 come from? 

Admiral Royar. Well, the reduction from 78 to 28 I would say 
would be from the reduction in production in the ropewalk. 

Mr. OstertaG. This shows 42 in the chain manufacturing for a 
period of analysis. I suppose that was an average figure. 

Mr. Rarnes. I believe the 42 represents the employment in the 
forge shop. 

Mr. OstertaG. Yes. 

Mr. Ratings. Only part of the people in the forge shop are engaged 
in chain. 


















80 


Mr. Ostrertac. I see. But that indicates the number of people 
that would be affected by this operation. 

We were going to try to make this clear, Mr. Chairman. I do not 
see where we are getting any facts on it. 

Mr. SHepparD. Mr. Mahon opened it this morning, just prior to 
your getting here. I think you will find the answers on the record, 
Mr. Ostertag. 

Mr. Osrertaa. All right; fine. 

Mr. SHepparpb. Mr. Davis? 

Mr. Davis. No questions. 


POSITION OF ADMIRAL ROYAR 


Mr. SuHepparD. Admiral Royar, just what is the position that you 
occupy in the Navy? 

Admiral Royar. Chief of Naval Materiel. 

Mr. SHepparpD. Chief of Naval Materiel? 

Admiral Royar. Yes, sir. 


Paint SHopPs 


Mr. SHEPPARD. In the position you presently occupy, what infor- 
mation do you have that the committee bas not yet received relative 
to the so-called elimination of the paint shops? Can you supply any 
information that has not already been presented by the Assistant 
Secretaries that have appeared before the committee, to justify the 
removal of that type of operation? 

Admiral Royar. I rather doubt it. Of course, the justification of 
the paint shop has gone over a period of some time. It started out, 
of course, back in 1953 with DOD Directive 4100.15. Then in DOD 
Directive 4100.16 the DOD formally established the commercial- 
and industrial-type facilities review program. 

That first directive set up the criteria by which we would judge the 
various activities and determine whether or not they should be 
eliminated. We made a complete study under Price, Waterhouse of 
the cost factors of the paint factories, and I might say at that time 
under that directive there was a statement that said if and when 
Government installations are subject to property or other State and 
local taxes product costs should include an estimate of such payments. 
Inasmuch as these were on Government property we did not include 
in our price factor any taxes, any statistical tax figures. Later on 

Mr. SHEPPARD. Just a moment. What did you say about the tax 
aspect there? 

Admiral Royar. We did not in our study put in any statistical tax 
figures. 

Mr. SHeprarp. Did Price, Waterhouse do that? 

Admiral Royar. No, they did not. Our study included only the 
actual cost of paint manufacture, without adding any figures for taxes 
or anything like that. They were the basic cost figures. 

Mr. SHEPPARD. But the statement that has been presented to the 
committee is indicative of the fact that that is one of the pertinent 
factors involved here. 

Admiral Royar. That is what I was going to clear up, if you will 
permit me to. 
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Mr. SHepparp. Go right ahead. 

Admiral Royar. Then on February 8, 1955, DOD Directive 4100.15 
was reissued, and the cost figure went out. They eliminated any cost 
criteria. So we justified it on the paint factories on the need for 
manufacturing bottom paints and antifouling paints. 

The criteria were again revised on April 27, 1955, by DOD Directive 
4100.15 and the element of cost was reintroduced at this time. Fed- 
eral, State, and local taxes were introduced into the program on August 
22, 1955, by DOD Instruction 4100.23. This instruction provided 
that an allowance for these taxes be included in order to arrive at 
costs comparable with those of private enterprise. 

Our basic figures taken under the original study were sent to the 
Department of Defense without any tax cost at all, and the Depart- 
ment of Defense under this last instruction inserted the tax figures. 
That is, I think, why there is a difference between the original figures 
that we submitted and the Department of Defense figures. 

Our justification on the paint factory was contained i in & Memoran- 
dum by the Assistant Secretary of the Navy to the Department of 
Defense, in which he felt that for compelling military reasons we 
should continue to manufacture paint; that is, the antifouling and the 
bottom paint. 


INVOLVEMENT OF DEPARTMENT OF COMMERCE 


The Department of Defense, in correspondence with the Depart- 
ment of Commerce, was assured that we could get all of our require- 
ments from commercial sources. 

Mr. FLoop. I beg your pardon? Did the Department of Commerce 
get into this, too? 

Admiral Royar. There was a letter written by the Department of 
Commerce to the Secretary of Defense, saying that a survey of the 
paint industry indicated that the Navy’s requirements could be fur- 
nished from industry. 

Mr. Fioop. Now, do I understand that these decisions in all of 
these cases, not only the ones on which there is no question, but with 
particular reference to the others on which there is some degree of 
doubt or grave doubt, were such that in all cases the Defense Depart- 
ment has been consulting with the Department of Commerce and the 
Department of Commerce assured the Department of Defense that 
there is no problem? 

Admiral Royar. In that specific case. I do not know about any 
others. 

Mr. Fioop. At least with reference to this specific case. 

Admiral Royar. That is right. 

Mr. Fioop. If it happened in other cases you do not know? 

Admiral Royar. I do not know. 

Mr. Fioop. Are you in a position to supply us with who in the 
Department of Commerce wrote that assurance? Can you get me 
that chain of causation?’ Who in Defense wrote to who in Commerce 
and who in Commerce wrote back to who in Defense and said, ‘“This 
is all right’’? 

General Moore. I think we have it here, sir. The letter referred 
to was signed by Charles F. Honeywell, Administrator. 

Mr. Fioop. Just for the record. 
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Mr. Suepparpb. If you do not have it all here, supply it for the 
record, please. 

(Department of Commerce letter of March 1, 1955, is found else- 
where in the hearing.) 
Mr. Suepparp. Proceed. 


ABILITY OF INDUSTRY TO SUPPLY PAINTS NEEDED 


Admiral Royar. Based on that we were directed to discontinue the 
paint factories, which we are prepared to do. I am sure, if possible, 
we will abide by that policy and attempt to get this material from 
industry. 

There is a question, of course—and I think that the Department of 
Defense would be perfectly amenable to our suggestion—as to whether 
we can get the bottom paint and the antifouling paint from industry. 

The Bureau of Ships put out 47 proposals. They received 3 
replies, 2 of which were not responsive. They did get one bid. They 
let a contract and the product was entirely satisfactory. 

Mr. Suepparp. Can vou tell me just what categories you found 
satisfactory, out of the following three: In other words, I have three 
delineations here, which are haze gray, primer formula 11, and hot 
plastics formula 15HP. Which ones of those particular categories 
were fulfilled under contract satisfactorily? Was it the haze gray? 

Mr. Granam. The hot plastics formula 15HP was the one supplied 
under the contract. 

NAVY PATENTS 


Mr. SHepparp. I think the testimony we have had before us, 
though I cannot remember all of it, was to the effect that the Navy 
had developed patents on some of this paint. 

Admiral Royar. That is right. 

Mr. SuHepparp. Do you know whether that is true or untrue? 

Mr. Granam. That is true, sir. We have patents. 

Mr. SHepparD. Do you have patents on the haze gray? 

Mr. Granam. No, sir. 

Mr. SuHepparD. Do you have patents on primer formula 11? 

Mr. Granam. I cannot identify the formula with the primer. In 
general we do not have any patents on primers. 

Mr. SuHepparp. How about your hot plastics formula 15HP? 

Mr. Granam. There is a patent on that, sir. 

Mr. Suepparp. As a matter of further inquiry, Admiral, or who- 
ever you see fit to designate to respond, if you go into the contractual 
functions with private business obviously you are going to do it on a 
specification requirement, if past experience is indicative in this 
instance; is that correct? 

Admiral Royar. That is correct. 

Mr. SHepparD. Again, obviously you would lay down the specifi- 
cations you have developed under the patent, if you required that 
type of formula. 

Admiral Royar. Yes, sir. 

Mr. SHepparp. What is the business procedure you enter into 
when you delegate the operations of the Navy on a patent to a 
certain business firm, company, or corporation? 

Mr. Granam. Mr. Chairman, that is not a Navy-owned patent. 
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Mr. SHerparp. Who owns it? 

Mr. Granam. Antonio Petrie and John Saroyan. We have a 
royalty-free license under the patent to have the paint made in our 
own plants or to buy it from the outside for our own use without 
payment of royalty. 

Mr. SuHepparp. In other words, then, in response to my question 
in the production that is presently suggested, to wit, that private 
business provide all of these paints, you would be paying nothing of 
a rovalty character for the patented paint? 

Mr. Granam. That is right, sir, 

Mr. SHepparp. How many firms do you have an agreement with in 
the industrial field of paint production which have acquiesced in the 
fact that you do not have to pay any royalty when you procure paint? 
You are dealing with a patent here that is not owned by the Navy. 
If that is the case, how can you govern the actual legal functions of 
hypothetically myself, if I do have a patent? How do you get away 
with that? 

Mr. Granam. By the royalty-free license agreement. 

Mr. SHepparp. With the owner of the patent? 

Mr. Granam. Right, sir. 

Mr. SHepparpD. What assurance do you have that the owner of 
the patent is going to delegate his patent operations to X corpora- 
tion for the purpose of going into competitive production of your 
paint requirements under contract? 

Mr. Grauam. I do not see that that is pertinent. 

Mr. SHepparp. You do not think that that is pertinent at all? 

Mr. Granam. No, sir. 

Admiral Royar. No, sir; because we have a royalty-free license to 
manufacture in our own or commercial plants. 

Mr. SHepparp. That is, to manufacture in your own plant? 

Admiral Royar. Or commercial plants. 

Mr. SuHeprarp. Or commercial plants? 

Admiral Royar. Yes, sir. 

Mr. SHepparpD. Then you will suffer no financial impairment if you 
go into the private business operation? 

Admiral Royar. That is right. 

Mr. SHepparp. And the statement that the Navy owns the patents 
is erroneous? 

Admiral Royar. That is right. 

Mr. SHeprparp. They are owned by a private company or cor- 
poration? 

Admiral Royar. Yes, sir. 

Mr. Suepparp. And the name you have already put in the record; 
is that correct? 

Mr. Grauam. Yes, sir. 


REASONS FOR 





CHANGE 





IN NAVY POSITION 





Mr. SHepparpD. Gentlemen, I am going to ask you another 
question—and this is repetitious—pertaining to another subject 
matter, but I think it is apropos here. What has happened to the 
Navy requirements, aside from the policy aspect, which has made it 
more economical to go into the paint field as compared with your 
testimony before the! committee for your appropriations in the past 
fiscal year and the year before or years prior? 
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Mr. Rarnes. We have no information as to it being more eco- 
nomical, other than the studies which have been presented. 

Mr. SHEPPARD. May I interpret your answer to be, then, that the 
actual changing is strictly a policy change and not that of a consider- 
ation of economics? 

Mr. Rarnes. Well, I can only certify as to the figures, sir. I am not 
familiar with the program itself other than to say the studies have 
been made. 

Mr. SHepparp. What I am trying to get at is this—and, please, 
this is not controversial; I do not want it that way. 

Mr. Rarnzs. Yes, sir. 

Mr. SHEPPARD. It is merely my desire to try to find out if your 
economy in the field of paint production within the Navy’s own 
confines has been justified over a period of years as being essential 
and necessary both economically and otherwise; because the hearings 
will show, gentlemen, that you have been asked previously whether 
or not you could go into the business field and get your paint require- 
ments at a lesser cost, in appropriation requirements, than you were 
producing it for yourselves. The answer heretofore has been no. 

Now, that has not been anything of an innovation. That has been 
a continuity, because the question has been asked consistently before 
our committee. I can tell you that, frankly, 1 remember it very well. 

What I am trying to determine, if you gentlemen can give me the 
information, is this: Has there been any shifting in the economics 
aspect that justifies the change, or is it a policy change? I do not say 
that you are quarreling with the policy; I am just trying to find out 
from somebody which it is. 

Mr. Ratngs. May I clarify it this way, sir: At the time we made the 
study we were operating under the ground rules as to developing the 
cost. At that time the cost which we developed did not indicate 
there was any savings to the Navy by making the change. Subse- 
quently the determination as to what should be included in the cost 
factor was changed. At that time there were other results, of which I 
am not acquainted, which I understand indicated that the economies 
did not enter into the situation. 

Mr. SHepparp. Admiral Royar, did you or any of your associates 
have access to the so-called Price, Waterhouse report? 

Admiral Royar. Yes, sir. 

Mr. Suepparp. Did that reflect any economic benefits out of this 
productionwise from the Navy or purchasewise from private business? 

Mr. Ratnes. The Price, Waterhouse study was simply a study of 
what the Navy’s costs were. They did not make a comparison with 
the costs of private industry. 

Mr. SHepparpD. Has there been anyone who has made a comparison, 
that you know of, on the part of the Office, Secretary of Defense, or on 
the part of the Navy Department itself, on any other vovernmental 
factor? 

Colonel Leary. The Navy did, sir. 

Admiral Royar. The Navy did make a comparison, but the Navy 
costs were under the original ground rules, where no taxes were added 
to the Navy costs. At that time, based on making a purchase on 
the outside, it was determined that the Navy costs were lower than 
it cost to buy them on the outside. 
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Mr. Suepparp. Admiral, I am going to hand you a set of figures 
that were supplied to me recently. They are already in the record, 
so I will not give them now. 

I would like to have you look at those figures and tell me from your 
own knowledge and the knowledge gained in your office and your 
experience whether or not those figures are accurate or reasonably 
accurate. I wish you would do that. 


TAX FACTOR 


Admiral Royar. Those appear to be the Navy figures, but they 
do not contain any tax factor in the price. 

Mr. SHepparp. In other words, the figures I have handed to you 
are accurate with the reservation that there is no tax consideration 
in there? 

Admiral Royar. That is right. 

Mr. SHEPPARD. There has been no survey made, so far as you 
know, by the Navy or elsewhere that you have had access to, where 
the tax factor has been delineated in a mathematical computation so 
that you or I could sit down to see what it amounts to; is that correct? 

Admiral Royar. In my understanding the Department of Defense 
did add to some of these figures a tax factor. I do not know how that 
tax factor was computed, and I do not know exactly what it consists of. 
I do not have that information. 

(Discussion off the record.) 

Mr. Fioop. Will the gentleman yield? 

Mr. SHEPPARD. Certainly. 

Mr. FLoop. The Department of Commerce examined the tax 
program vis-a-vis what? 

Colonel Leary. In our cost program we put in an allowance for 
Federal, State, and local taxes. The question to the Department of 
Commerce was along the line, ‘‘What should this allowance be?”’ 

Mr. Fioop. Do I understand, admiral, that the Navy considers the 
specific paint items that the gentleman from California has been 
discussing as necessary and essential to the proper operation of the 
Navy and for the best interests of the national defense, and so reported 
to the Department of Defense, but when the Department of Defense 
interposed a question of taxes the Navy immediately withdrew? 
Is that it? 

Admiral Royar. No. 

Mr. FiLoop. That is pretty close to it. 

Admiral Royar. We put up a justification for it. 

Mr. Fioop. Will you indicate for the record when you sent to the 
Department of Defense your justification? 

Admiral Royar. Yes, sir. 

Mr. SHepparp. And will you indicate when the Department of 
Defense indicated to you its opinion contrary to yours. And then 
finally will you indicate on what basis did the Navy—I am sure re- 
luctantly—acquiesce; and was it just taxes? 

(Insertion not considered necessary in light of Admiral Royar’s 
subsequent testimony. ) 

Mr. FLtoop. My. That is a great way to run the Navy. 
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OVERRULING OF NAVY POSITION 


Admiral Royar. On the 4th of February 1955 the Assistant Secr'e- 
tary of the Navy for Materiel sent a memorandum to the Secretary 
of Defense in which he said the factories would discontinue the manu- 
facture of all paint except ship-bottom paint. The basis for this con- 
tinued manufacture was the compelling military requirement that the 
paints meet rigid performance specifications in order to meet fleet 
readiness. 

The memorandum expressed reluctance to discontinue the manu- 
facture of paint until assurance was obtained that the commercial 
market could produce them satisfactorily. 

The memorandum concluded by stating that the matter would be 
reviewed after the Department of Commerce submitted its report. 

Then on the 6th of April 1955 the Secretary of Defense sent a 
memorandum to the Secretary of the Navy and stated that— 

Industry can fill all requirements for paint. 

The Department of Commerce enclosure stated in essence that— 

The industry has given assurance that it can meet the Navy’s demands. 


The memorandum concluded by requesting information regarding 
the Navy’s phasing-out plan, unless compelling reasons can be shown 
that bottom paints cannot be adequately procured from commercial 
sources. 

Mr. Fioop. This is one operation about which you are very un- 
happy, if I can state it carefully. Is that not so? 

Admiral Royar. I would like to say my personal opinion, off the 
record, first. 

Mr. SuHepparp. Off the record. 

(Discussion off the record.) 

Mr. SHepparp. Mr. Riley? 

Mr. Ritey. No questions. 

Mr. SHepparb. Mr. Deane? 

Mr. Deane. No. 

Mr. SHepparp. Mr. Wigglesworth? 

Mr. WiaGLeswortH. No questions. 

Mr. SHepparD. Mr. Mahon? 

Mr. Manon. No questions. 

Mr. SHEPPARD. Mr. Scrivner? 

Mr. Scrivner. No questions. 

Mr. Suepparp. Mr. Miller? 

Mr. Miuuer. There is one question that interests me, Admiral, 
but I do not know that it bears too much on this. 


COMMERCIAL USE OF PAINTS 


With regard to these bottom paints, unfouling paints and so on, 
which are obviously of great value to the Navy, are they not equally 
important or at least quite important to shipping and commercial 
ships in general? 

Admiral Royar. No, sir; those paints are used primarily by the 
Navy and the Coast Guard. The Maritime Commission has de- 
veloped its own specifications which reflect somewhat less exacting 
operating conditions. The commercial operation does not use it. 
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They have certain reasons why. They dock their ships more often, 
and there are some technical reasons with which I am not familiar. 

These paints are extremely important to us, because they do allow 
our ships to stay at sea a long, long time, much longer than the 
ordinary paints, with a consequent saving of fuel and redocking. 

Mr. Miter. I can see how there is a great value. Unless they are 
a great deal more expensive by necessity I do not see why they would 
not have a tremendous value to any ship that sails the seven seas, 
regardless of whether it is a military or civilian ship. 

Mr. GraHAm. They are more expensive than the commercial anti- 
fouling paints. They are more expensive in two ways. They are 
more expensive materially. They are more expensive to apply. They 
take quite a little while to apply, so that the commercial operator is 
not prone to use them, because it ties his ship up at the dock too long. 

Mr. SHepparD. Will the gentleman yield at that point? 

Mr. Miter. Yes, sir. 

Mr. SHepparD. The information that I have here comes from our 
previous record, I think, gentlemen, to the effect that the Navy dry- 
docking schedule in peacetime, even, runs an average of 12 to 36 
months. Hence there is the necessity for a longevity period for your 
bottoms. 

Admiral Royar. That is right. 

Mr. SHEPPARD. As you just stated in response to Mr. Miller, the 
difference between the operation of the Navy and a commercial ship 
is the fact that the commercial ship wants to get in and out of dry- 
dock just as fast as it can, because they are writing off a tremendous 
loss every time they are tied up. Is that correct? 

Admiral Royar. That is right. 

Mr. SHepparpD. That is the differential prevailing between the two, 
as I understand it. 

Mr. Miter. That is a differential in time of peace as well as in 
time of war? 

Mr. Grauam. Yes, sir. 

Mr. Miuier. Thank you. 


Mr. SHepparp. Mr. Ostertag? 


PHASING-OUT SCHEDULE 


Mr. Ostertaa. I have just one question, Admiral, in regard to the 
paint program. 

Is there a timetable or a time schedule for phasing out in connection 
with this thing, which would give you an opportunity in the interim 
to determine the industry’s ability to meet your requirements before 
you really closed out? 

Mr. Granam. Not exactly a timetable. We are down to the items 
of paint we feel are a necessity that we have to make ourselves. 

Mr. Ostertac. Is there a phase-out program involved in this? 

Admiral Royar. Information received subsequently indicates that 
a phasing-out program had been drawn up and submitted to the 
DOD but has been held in abeyance due to section 638 of appropria- 
tion act. In view of the passage of time, a new phase-out program 
will be submitted if and when necessary. 

Mr. Ostertac. You still are going to have an opportunity to 
schedule this program which would give you a little bit of safeguard 
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in determining whether or not industry is going to meet your require- 
ments? 

Admiral Royar., I think we will. 

Mr. Ostertac. That is all. 

Mr. SHEPPARD. I want to thank you gentlemen for your attendance. 

The committee will stand adjourned until tomorrow morning at 
| 11 o’clock, at which time the committee will go into executive session. 





Tunspay, JANUARY 10, 1956. 


Parnt-Mrxine Factriry, Marge IstaAnp SHIPYARD 


WITNESS 


HON. JOHN F. BALDWIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Manon. Gentlemen, we are very pleased to have with us this 
morning our colleague, the Honorable John F. Baldwin from the 
Sixth District of the State of California. 

Do you have a statement to present, Mr. Baldwin? 

Mr. Batpwin. Yes, Mr. Chairman. 

Mr. Manon. You may proceed. 

Mr. Batpwin. Thank you. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, it is my under- 

standing that the Defense Department has provided notice to the 

House and Senate Appropriations Committees that certain activities 

of the Navy and Army will be terminated unless an objection is 

received from the House Appropriations Committee or the Senate 

Appropriations Committee. It is my further understanding that one 

of the activities which the Defense Department proposes to terminate 

is the Navy’s paint-mixing facility at Mare Island Naval Shipyard, 
Vallejo, Calif. 

I should like to register a strong protest against the proposed closing 
of this paint-mixing facility, and I hope that this committee will 
disapprove this proposal. In my opinion the closing of this paint- 
mixing facility would be most unfortunate, and would be against the 
| best interests of our national defense. 

a During World War II the Mare Island paint-mixing facility was an 
") essential operation in manufacturing paint for naval use, much of it 
a special plastic paint for ships’ bottoms. This special plastic paint 
had been developed at Mare Island after more than 7 years of labora- 
tory work and field testing. It is important to note that the paint 
industry did not develop this formula—the Navy Department did 
at Mare Island Naval Shipyard. 
cf This bottom paint permits ships to remain at sea in war areas for 
years without having to leave their station to proceed to a drydock, 
which may be many days’ sailing, and hundreds, or even thousands, 
of miles away. Before the successful development of this formula, 
ships had to drydock frequently, as a clean bottom, as you well know, 
is an important factor in making maximum speed. A foul bottom 
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also means that ships use more bunker fuel per mile, which means more 
frequent fuelings. The logistics supply of fuel to a fleet at sea over 
great distances is alw ays a serious problem, as tankers can be sunk. 

With the extension of our sea frontiers to far horizons as an imple- 
mentation of national policy, bases are often inaccessible, and anything 
which can be done to extend the sea-keeping days of a fleet is vitally 
important, as I see it. Thus it is important that the bottom paint 
furnished the fleet be of impeccable quality and in exact conformity 
to the formula. The Navy’s manufacture of its own paint under its 
own formula has met all service tests. We should not tamper, in 
my opinion, with a proven system and a proven product. The paint 
industry, although it has had every opportunity to conduct a similar 
laboratory and testing program, was never able to develop this bottom 
paint. The Navy, on the contrary, is consistently experimenting in 
laboratory and testing facilities to improve paint for the Navy’ s 
peculiar need. This was the reason why the Navy established the 
paint-mixing facility at Mare Island Naval Shipyard. This facility 
meets special requirements which industry cannot, or at least has 
not, met. 

At the present time, the Mare Island paint-mixing facility is limit- 
ing its production to the special plastic paints solely for Government 
use. If this work were transferred to commercial plants, it would be 
necessary for the Navy to establish a costly inspection corps at each 
commercial plant involved, as it is vital to national defense that this 
paint be manufactured exactly to formula. In addition, such a trans- 
fer would mean that the expenditure and investment that the Govern- 
ment has already made for the equipment and buildings occupied 
by the Mare Island paint-mixing facility would lie idle. It would 
certainly appear that using plastic paint produced commercially 
would add to the Navy’s costs, rather than being an economy. 

I fully understand that it is the Defense Department’s desire to 
stop Government competition with private industry whenever there 
is no harm to the national defense involved. However, in this case, 
I am convinced there would be harm to the national defense. 

Another factor which to me seems important to national defense is 
that if the Mare Island paint-mixing facility be closed, the skills of 
the group of employees which grew up with the development of this 
paint would be dissipated and lost. Without these skilled men, the 
paint-mixing facility will be an empty shell when the next national 
emergency requires its reopening. 

It seems to me of essential importance to the Nation that the Mare 
Island paint-mixing facility be allowed to continue to operate in the 
modest way in which it is now operating in the manufacturing of 
special plastic paints, and be allowed to continue its research and tests 
looking toward the further betterment of this product. It would seem 
most important that the research and testing which has been in prog- 
ress for many years be continued. 

Of extreme importance is the complete flexibility of this paint -mixing 
facility. Production of urgently needed paint can be started imme- 
diately on receipt of even a dispatch order, with no lead time as com- 
monly required in commercial practice for ‘special type paint. 

The Mare Island paint-mixing facility now employs only approxi- 
mately 50 people, and specializes in this special antifouling and anti- 
corrosion bottom paints and vinyl system paints specifically designed 
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for the Nevy’sown use. The continuation of this specialized operation 
certainly can have no great adverse impact on our country’s huge paint 
industry, and yet could have a most unfortunate result on our readi- 
ness for the expansion of production of this most essential naval paint 
in time of war. 

In view of these facts, I should like to recommend strongly that the 
House Appropriations Committee disapprove the proposed closing of 
this paint-mixing facility. I believe this closing would be a false 
economy and a definite disadvantage to the Nation’s defense. 

Mr. Manon. Mr. Baldwin, have you studied this thing first hand? 

Mr. Batpwin. I have. I have been through the paint mixing 
facility. I have talked with the men who worked there and I have 
talked with the master at the facility, who has been there for 40 or 
45 years. I have investigated this and spent a considerable amount 
of time on it. 

Mr. Manon. Are you absolutely convinced that it is to the best 
interest of the Government and the national defense to continue this 
paint mixing plant? 

Mr. Batpwin. I am absolutely convinced of it, Mr. Chairman. 


DEVELOPMENT OF PAINT 


Mr. Mauon. Do you believe in socialism or Government competi- 
tion with private business, ordinarily, or not? 

Mr. Batpwin. No; I do not believe in it ordinarily, but the thing 
I point out here is that this plant is only producing a particular 
specialized type of paint only designed for ships’ bottoms. It was 
designed in this particular paint mixing facility at Mare Island because 
of the requirements. 

Mr. Manon. You mean the paint which is now used was devised 
there? 

Mr. Batpwin. That is right, and the patents were worked out there 
in that paint mixing facility. The commercial paint industry produces 
paints primarily for other types of use. In the entire life of the paint 
industry they never designed this particular type of paint. It was 
only because of the Navy’s particular requirements, after 7 years of 
testing at the paint mixing facility at Mare Island, that they were able 
to work something out to solve this problem. 

Mr. Manon. Thousands of ships sail the seas, which are not 
American bottoms, and which also have nothing to do with the Navy. 
So why is there not an incentive for private industry to mix, invent, or 
compose paints which will meet the requirements of just ships? A 
ship bottom is not conscious of whether it is a Navy ship bottom or just 
an ordinary ship bottom belong to some private shipping company. 

Mr. BaLpwin. That may be true, Mr. Mahon. I do not dispute 
the point you make, except the fact is that the commercial industry 
never did develop such a paint. Commercial ships go from port to 
port. On the contrary, sometimes in battle conditions, in wartime, 
a naval vessel may have to take a particular position away from a 
port and stay there for months. So the needs of the commercial 
shipping are not exactly comparable to some of the needs of naval 
ships in wartime. 
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LOCAL INTEREST 


Mr. Manon. Do you think that the chamber of commerce and the 
Rotary Club and the “big shots” of your district are going to complain 
about the fact that you want to continue Government competition 
here? 

Mr. Baupwin. I do not. 

Mr. Manon. You are willing to stand on your own two feet? 

Mr. Batpwin. That is right. 

Mr. Manon. And it is your district. 

Mr. Batpwin. That is right. 


GOVERNMENT NEED FOR FACILITY 


Mr. Manon. I must say, in frankness, while I am not the witness, 
I agree with your position, and I have heard all I need to hear on this 
thing, in view of the fact that we have already had considerable 
evidence. I think there is at least enough doubt about it. Even 
though it costs more money for the Government to do this, I believe 
a better job will be done, and I do not think the paint industry is 
jeopardized by these 50 employees 

Mr. Bautpwin. That is right. 

Mr. Manon. I would not care if all these 50 employees went out 
of the job. I would regret it in a sense, but I am sure they are good 
enough to get other jobs in industry. I am not interested in the 
personnel as much as I am in the policy and the welfare of the Govern- 
ment. I want to do something sensible. I am inclined to think you 
are right, that it would not make sense to abandon these little paint 
shops that have meant so much in preparing the formulae for these 
paints which have been used and can be helpful in future improve- 
ments of paints. 

Mr. Baupwrin. I am convinced that position is a proper one, Mr. 
Chairman. 

PATENT ON PAINT 


Mr. Manon. Mr. Sheppard. 

Mr. SuHerparpb. I believe in one part of your comments, Mr. 
Congressman, you referred to the fact that the formula had been 
patented? 

Mr. Batpwin. That is right. 

Mr. SHeppParD. It is for the exclusive use of the Navy at this time? 

Mr. Baupwin. That is right. Under the patent, which is custom- 
ary, the Navy has a right to use it without any royalties. 

Mr. SHeprarp. I wonder if you have been advised or if you know 
whether or not the Maritime Commission in formulating specifications 
for its ships also utilizes the formula of the Navy? 

Mr. Batpwin. I had not been advised of it. I am interested to 
hear it. 

Mr. AnprReEws. I have one question, Mr. Chairman. 
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TYPES OF PAINT MIXED AT MARE ISLAND 


Mr. Baldwin, does this plant at Mare Island mix any paint other than 
the ship bottom p»'nt? 

Mr. Batpwin. it just mixes the ship bottom paint of two types, 
plastic paints and vinyl paints. They are used exclusively by the 
Navy for this particular purpose. 

Mr. SuHepparpD. Pardon me—and haze gray. 

Mr. Batpwin. That is right. Three paints. 

Mr. ANDREws. That is all. 


ESTABLISHMENT OF PLANT 


Mr. Deans. Mr. Baldwin, when was this mixing plant first 
established? 

Mr. Batpwin. I cannot tell you the vear. It has been there many 
years. The master of the plant has been at Mare Island Naval Ship- 
yard for over 40 years. 

' Mr. Deane. At any time previous to this has there been any move 
to close it? 

Mr. BaLpwin. No; this is the first move. 

Mr. Deane. Had members of the Defense Establishment advised 
with you before this action was taken? 

Mr. Batpwin. When I got home during the recess in August I read 
a news release that this was listed as I think one of 13 different defense 
activities proposed to be closed. That was my first official notice 
that there was such a proposal made to this committee, although I 
should mention one further thing: It had been my understanding that 
there had been some discussion of it prior to that time. I had heard 
rumors of it, but this was the first official letter that I had understood 
was transmitted to the Appropriations Committee on the subject. 


COST IF WORK DONE COMMERCIALLY 


Mr. Deane. Would you care to comment on your statement here, 
to the extent it would cost the Government—as I read your statement, 
if this work were transferred to commercial plants, you say: 

If this work were transferred to commercial plants, it would be necessary for the 
Navy to establish a costly inspection corps at each commercial plant involved, as 
it is vital to national defense that this paint be manufactured exactly to formula. 
Have you gone into any detail to know exactly what that cost 
would be? 

Mr. Batpwin. I could not quote you figures on the cost, but the 
point | was making is that this paint has to meet certain very meticu- 
lous standards. At the paintmixing facility at Mare Island they have 
their supervision system worked out. It is a type of standard where, 
if it were allotted out to the various commercial plants, the Navy 
Department would have to establish an inspection system. My 
point is that if they allot this to various commercial plants and they 
have to have an inspection system set up at each plant, I am convinced 
it would actually be a more costly process to the Navy Department 
than when they have it concentrated in this one paintmixing facility 
at the naval installation; plus the fact that all of the equipment and the 
plant is there. The investment is already made, whereas at the com- 
mercial plant it would have to be made. 
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Mr. Deane. What would you say the investment there would be? 

Mr. Baupwin. In the plant at Mare Island? 

Mr. Deane. Yes. 

Mr. Baupwrtn. I could not quote you exact figures. I would say it 
would be in the several hundreds of thousands of dollars. 

Mr. Deane. Are there other plants in the United States similar 
to this in your district? 

Mr. Batpwin. I understand there is one other plant at a naval 
installation at Norfolk. I am not familiar with the plant in detail. 

Mr. Deane. Would it be your feeling if the Norfolk plant is com- 
parable to the Mare Island plant, that it should be retained by the 
Navy? 

Mr. Baupwin. If it is comparable that would be my feeling; yes. 

Mr. Deane. That is all. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Manon. Mr. Flood. 


NOTIFICATION OF CLOSING 


Mr. Fioop. I agree with you, Mr. Chairman, from the testimony 
I have heard. Of course this plant should remain open. It is not 
a big operation to begin with. 

I am interested in this: The first you knew about this was when 
you read in the newspaper, when you got back to your district, that 
the Defense Department was going to close this operation? 

Mr. Batpwin. As I say, Mr. Flood, I had heard rumors about it. 

Mr. FLoop. Nobody telephoned you here and nobody telephoned 
you there? You heard no information by telephone, messenger, 
letter, or carrier pigeon that they were going to close this installation 
in your district; did you? 

Mr. Batpwry. I was 10 days en route by automobile. It is pos- 
sible that somebody phoned my office. 

Mr. FLoop. As a matter of fact, it did not happen; did it? 

Mr. Batpwin. Presumably, no. I was not informed of it. 

Mr. Foon. If it had happened you would have been informed; is 
that not so? 

Mr. Bautpwin. I think so. 

Mr. Fioop. The fact remains they did not tell you anything about 
it; they just closed it. 

That, Mr. Chairman, is one of the things generally that I think this 
Department and all departments of Government—though we are 
talking about this one—do, and when a Member of Congress has in 
his district a Government installation, big or little, important or un- 
important, I think it is impertinent and presumptuous for these 
bureaucrats to affect the installation and to close it in any way with- 
out notifying beforehand the Member of Congress from that district. 
It is a very simple courtesy that they could exercise. 

Mr. Manon. I think that is probably a controversial question. 

Mr. Fioop. I do not think so. 

Mr. Manon. Under both the Democrats and Republicans the Mem- 
bers of Congress have not been notified, generally speaking. 

Mr. FLoop. This does not apply just to this administration. It 
has been true for years. 
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Mr. Manon. I think in some ways it is good and in some ways it 
is bad. Of course, that is not an issue to be resolved here. 
Mr. Fioop. I am not so sure of that, but I would like the record 
to show it. 
AUTHORIZATION OF WORK 


Mr. Norrewi. Mr. Chairman, I have one question. 

Mr. Manon. Mr. Norrell. 

Mr. Norrevu. Do you know whether or not this work has been 
authorized by an act of Congress and by legislation? 

Mr. Batpwin. I have no knowledge that it has been authorized 
by act of Congress or legislation. It could have been, because it was 
established many, many years ago; but I have no know ledge of that 
fact. 

Mr. Norretu. I wonder if there is anybody here who knows 
whether it was authorized by legislation or by the Navy Department. 

Mr. Manon. I would hazard the statement, Mr. Norrell, that this 
type of operation is thoroughly and fully authorized under present 
law, and nobody has raised the question that it is not authorized. 
[ doubt that it is specifically authorized. There are thousands and 
tens of thousands of functions that are performed by the Defense 
Department. Most of them are not specifically authorized. 

Mr. Wigglesworth? 

Mr. WiaeLeswortuH. Mr. Chairman, I agree that this committee 
cannot afford to waste undue time on these matters. It seems to me 
perfectly impossible for us to carry things to the point where we are 
in effect trying to administer the work that belongs to the executive 
branch of this Government. It seems to me that we should limit 
ourselves pretty much to the same position that we take with respect 
to reprograming. Desired changes are reported, and if there is no 
real objection the committee offers no objection and the Department 
goes ahead with whatever the desired change is. 

I would just like to ask 1 or 2 questions of Mr. Baldwin, for the 
information of the committee. 


OTHER SOURCE OF SPECIAL PAINT 


Is there any other plant, Mr. Baldwin, public or private, that is 
today manufacturing the special paint that was invented by the 
facility under consideration? 

Mr. Baupwrn. I know of none in our area that is doing so. Whether 
it is possible there may be others on the east coast besides the one at 
Norfolk I do not know, Mr. Wigglesworth. 

Mr. WiaeLesworrs. Is there any reason, technically, that formula 
having been invented, that private industry could not produce this 
paint as well as the Navy‘ 

Mr. Batpwin. Well, the Nav y could award contracts to private 
industry on which the formula could be used. That would mean 
that the private industry would have to then put in the particular 
type of equipment that is already available, and the investment is 
there in the paint-mixing facility at the naval installation at Mare 
Island, and the Navy would also have to establish an inspection sys- 
tem, because private industry has not produced this type of paint. 

Mr. WiagGLeswortH. And cannot produce it without special equip- 
ment? 
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Mr. BaLtpwin. That is correct. 
Mr. WicGLeswortu. Is it an expensive type of equipment? 
Mr. Batpwin. My understanding is it is quite expensive. I do 
not have exact figures on the expense. 


Quantity OF Paint PrRopucED 





Mr. Wiae.eswortH. Roughly, if you know, how much of thi 
paint is produced each year? 

Mr. Baupwin. I do not have exact figures for that here, Mr. 
Wigglesworth. 

Mr. SHEPPARD. I| put that in the record vesterday. 

Mr. Manon. I believe Mr. Sheppard put it in the record yesterday. 
What does it show? 

Mr. Suepparp. The cost figures shown are the 3 types of paint 
that constitute approximately 90 percent of the projected production 
for the fiscal year 1955. There was a total of 1,868,800 gallons 
involved, with a reflected cost of Government production cost versus 
that of commercial cost, which showed a total net savings by operation 
of the Navy, as they figured it, of $616,684.23. 

Mr. Manon. The matter of cost, I might say for the record, is a 
matter of controversy, but the gallonage is not a matter of controversy, 
as I understand it. “The total gallonage is 1,868,800. 

Mr. SHepparD. That is correct. 

Mr. Manon. The figures we have heard here from Mr. Sheppard 
show that. 

Mr. Miter. Is that for this 1 plant, Mr. Chairman, or does that 
cover the 2 plants? 

Mr. Manon. The two plants. 

Mr. Suepparp. The two plants for the fiscal year of 1955, gentlemen. 

Mr. WieeLeswortH. The 1 in California plus the 1 in Virginia. 

Mr. SuHepparp. That is correct. 

Mr. Manon. It is a relatively small operation. We can easily see 
that 1.8 million gallons at $1 a gallon would be $1.8 million. At $5 
a gallon it would only be something in the area of $10 million, so this 
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is not going to wholly upset private business in the United States if we 
. . t 
continue this program. 


Mr. Wice.Leswortu. I[ have no further questions. ' 
Mr. Manon. Mr. Scrivner. | 
Mr. Scrivner. No questions. ' 
Mr. Manon. Mr. Ford. 















GOVERNMENT INVESTMENT IN FACILITIES 








Mr. Forp. Do you know, Mr. Baldwin, how much the Government 
has invested in the facilities there? 

Mr. Baupwin. I do not have the exact figures. I would say it at : 
least runs into several hundreds of thousands of dollars. It could be ' 
more. I am sure the Navy could provide it for the committee. 

Mr. Manon. Mr. Clerk, will you see that that information goes 
into the record. 
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(The information is as follows:) 


The following information relative to the Navy’s paint factories is submitted. 
The acquisition costs of the buildings and equipment that comprise the paint 
manufacturing facilities including tank storage are: 


Norfolk Mare Island 
NE ioc nncccaces depen tadenversvankeosngnrdehscggaemeceeneaheoden $732, 016. 53 $662, 691. 66 
Equipment-.._._...--- pabiihnn sth aed diaai a ener snide aptnbamie stdin aitadns 321, 012. 72 331, 433. 00 
TN cts cccndcacntdisdnscnessspbsedsncciennesesckeewonenecniinns 1, 053, 029. 25 994, 124. 66 


CONDITION OF FACILITIES 


Mr. Forp. Could we also have some statement as to the condition 
of the facilities? Are they modern? Do they need rehabilitation? 
Would we have to have any additional investment? 

Mr. Manon. Let us have a statement in regard to this very perti- 
nent question with respect to both plants in the record at this point. 

(The information is found elsewhere in the hearing.) 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Ostertac. Do you mean, Mr. Chairman, as to the condition 
of the facilities and the value of them? 

Mr. Manon. The whole thing. The Navy can supply that very 
easily. 

Mr. Miller. 

NONMILITARY USE 


Mr. Mituer. I do not know whether any questions such as these 
should be properly addressed to Mr. Baldwin or not, but do you 
happen to know whether commercial ships, Government ships, or any 
ships other than ships of war use this paint? 

Mr. Batpwin. I do not know beyond the scope of the naval ships. 
I know it was developed for uxe by the naval ships. I do not know for 
certain whether at the present time the patent may now be in use for 
some commercial shipping. 

Mr. Mitier. It would seem to me that if this is a type of paint of 
such value, which makes it possible for a ship to stay at sea much 
longer than it could otherwise, without going into drydock, unless it is. 
tremendously expensive it would have a valuable use both in non- 
military shipping and military shipping. That being the case, I think 
it would be interesting to know who supplies the paint. Obviously 
this 1.8 million gallons does not paint the ships of the world. 

Mr. Bautpwin. No. 

Mr. Miter. I would be curious to know where the similar or same 
type of paint is procured at the present time by the fleets of the world. 

Mr. Manon. Mr. Miller, let us see that the Navy gives us that. 
Mr. Baldwin cannot give us that. 

Mr. Mitter. As I say, probably Mr. Baldwin would not be ex- 
pected to know that but I would like that information for the record. 

Mr. Manon. We need that and we will get it. 

Mr. Ostertag. 
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RESEARCH 


Mr. Ostrrertaé. I have just one question. Mr. Baldwin, in your 
statement you made reference to research. Did you mean to imply 
that this facility is directly involved in scientific research regarding 
paint, or is it just a normal everyday operation of the production of 
this particular type of paint? 

Mr. Bautpwin. The point I was making is that this installation has 
endeavored by tests to develop paints that would solve this very vital 
problem of clearing and keeping clear these ships’ bottoms, so that 
these vessels that in time of war may have to be stationed out in the 
ocean and stand there for months will not have to come in for the 
cleaning of the bottom of the vessels. It is these tests they have been 
conducting year after year to try to develop something that have 
resulted in this paint being developed. 

Mr. OstertTaG. Would you say that these tests and the develop- 
ments there are in line with research and development? 

Mr. BaLpwin. Well, I guess any tests of this type would be com- 
parable to what you might do in a chemistry laboratory. We would 
have to say it is a combination of testing and research. 

Mr. OsrertaG. Do they have specialists or scientists who are there 
making these tests and studying, or are they just the regular employees 
who are conducting the everyday work in the production of paint? 

Mr. Baupwin. It is my understanding it has been primarily the 

regular employees who have been constantly trying to think up ways 
of solving this problem. 

Mr. OsrertaG. That is all. 

Mr. Manon. Mr. Davis. 

Mr. Davis. No questions. 

Mr. Manon. For the record, are you a Democrat or a Republican, 
Mr. Baldwin? 

Mr. Batpwin. A Republican, Mr. Chairman. 

Mr. Manon. So far as I know there is nothing partisan in the 
committee in regard to this business of competition with private 
industry by the Government. 

Do you have a record of opposition to Government interference 
with private business or competition with private business except in 
cases where such is urgently necessary, or not?) What is your attitude 
there? 

Mr. Batpwiy. I have taken positions in some cases against the 
Government competition with private business. My genet ral view is 
if the private business can actually do whatever is required at no risk 
or expense to the national defense then I think that the basic thesis 
that there should not be Government competition with private 
industry is sound. But in this case I do not think that this transfer 
can be made without a risk and expense as to national defense. 

Mr. Manon. I should like to say that I am sure that every member 
of this committee feels that the Government ought to get out of 
private business wherever it is reasonably possible. “We do not believe 
in Government competition with private business. I do not, and I do 
not believe any member of the committee does. It is just a question of 
what should be done about this particular type of case. 


Mr. Batpwin. That is right. 
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Mr. Manon. That is the thing we are concerned about now. If we 
continue the thing it does not mean we favor Government competition 
with private business; it just means we think this is the best thing. 
I assume that is your position. 

Mr. Batpwin. That is correct, Mr. Chairman. 

Mr. Manon. Thank you very much. 

Mr. Batpwin. Thank you. 


Turnspay, JANUARY 10, 1956. 


Correr ROASTING IN THE Miuitary EstABLISHMENT 
WITNESS 


JOHN F. McKIERNAN, PRESIDENT, NATIONAL COFFEE ASSOCIA- 
TION, 120 WALL STREET, NEW YORE 5, N. Y. 

Mr. Suepparp. Will you please state your name, whom you repre- 
sent, and what your position is here, for the committee. 

Mr. McKrernan. Thank you, sir. My name is John F. McKier- 
nan. Iam president of the National Coffee Association, which repre- 
sents the entire United States industry, or to be more specific, approxi- 
mately 90 to 95 percent of the volume of the entire United States 
industry. 

. Mr. SHepparp. You are here for the purpose of expressing the views 
of that group of people? 

Mr. McKernan. I certainly am; yes, sir. 

Mr. SuepparpD. Very well. Do you have a prepared statement? 

Mr. McKiernan. No, sir; I do not. 

Mr. Suepparp. Will you make the statement you wish to submit 
to the committee for consideration? 

Mr. McKrernan. Thank you very much. 

Mr. SHepparpD. We will not interrupt until you have completed, 
and then you will be subject to interrogation of the members of the 
committee. 

Mr. McKrernan. Thank you. 


GENERAL STATEMENT 


My purpose is dualfold, gentlemen. I should like to review the 
subject as we understand it, and then, as the Congressman said, I 
should like to offer our services to supply any information we may 
have or be able to get to help you gentlemen arrive at a decision. 

I would like to preface my observations by saying that it is my 
belief that this subject of Government in business has been under 
consideration for many years. I would take the liberty of referring 
to the Commission on Organization of the Executive Branch of the 
Government in its report to the Congress dated May 1955; and I 
believe that is commonly referred to as the Hoover Commission. In 
the preface they say: 

Our economic system is based on private enterprise regulated where necessary 
to prevent monopoly and to provide for freedom of competition, 
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On page xvii they say: 


A special committee of the House of Representatives in 1933 made an exhaustive 
investigation of Government competitive enterprises and found 232 such activities 
from World War | still existing 14 years after the war was over. 

This special House of Representatives committee reported: 

“The evidence in general indicates that the operations of the Federal Govern- 
ment in the field of private enterprise has reached a magnitude and diversity 
which threatens to reduce the private initiative, curtail the opportunities, and 
infringe upon the é¢arning powers of tax-paying undertakings while steadily 
increasing the levies upon them.”’ 

Again after World War II Congress repeatedly expressed its concern over the 
growth of these Government business enterprises. A part of the duty of the 
Commission on Organization of the Executive Branch of the Government created 
by the Congress by the act of July 7, 1947, was to investigate such enterprises. 
The Commission in March 1949 made an extensive report to the Congress on 
many of them with recommendations. In general the Commission said: 

‘The savings to the taxpayers to be made in these business agencies is very 
large * * *, If the recommendations of this report be carried out there would 
be a decrease of over 30 in number of these agencies.’’ 

In 1954 the House Committee on Government Operations after an extended 
investigation through a subcommittee under Representative Cecil M. Harden 
presented an extensive list of Government enterprises with four volumes of 
testimony. 

The committee stated: 

“Though economy in Government operation may be proved in a given case or 
the necessity for the Government to operate a service may be proved at one 
time—it is essential to develop competive industries as soon as possible and the 
Government should step out of the picture at the earliest date. Government’s 
continued monopoly in a field may prevent free industry from entering. 

“From 1929 to 1948 public wealth has grown 278.5 percent while private 
wealth has increased only 78.7 percent * * *. In 1929 the public wealth repre- 
sented only 15 percent of total national wealth, in 1948 the public wealth amounted 
to 27.3 percent of the total. The trend continued. Is this ‘creeping socialism?’ ”’ 


The Director of the Bureau of the Budget, Mr. Rowland R. Hughes, pointed 
out in 1954 that: 


“The Federal Government today operates over a hundred business-type 
activities * * *, 

‘For a country which is the citadel and the world’s principal exponent of 
private enterprise and individual initiative, this is rather an amazing list.”’ 

Mr. SuHepparp. | think, Mr. McKiernan, if you will pardon me, 
that the committee as a whole is pretty conversant with the policy 
aspect of the thing and the reports of the committees that have here- 
tofore interested themselves and made reports concerning this subject 
matter. In order to conserve the time of the witness and to enhance 
your own value before the committee, if I may say so—— 

Mr. McKIernan. Yes, sir. 

Mr. SHepparp. If you will address yourself to the pertinent matter 
in which you are interested, and let the economic policy more or less 
take care of itself, 1 think it would expedite our hearing. 

Mr. McKrernan. Very good, sir. My purpose is to be of value 
to our industry and to you gentlemen in coming to a decision. I do 
not mean to go down the wrong path at any time. 

Mr. SuHepparp. I am sure of that. 

Mr. McKernan. We have presented our problem to our members 
going back about 2 years. I have a chronology here, but it is roughly 
1952, which is nearly 4 years, or going into 4 years. 

At that time we reported to our industry that the Government was 
studying the problem of getting out of business. Our board of direc- 
tors concurred. Our members passed a resolution urging the Govern- 
ment to get out of business. We have presented to the various bureaus 
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of Government, such as the Department of Defense and the Depart- 
ment of Commerce, our views. We have talked to counsel for the 
Hardin committee. We have made a survey of our own membership. 

We find that we are adequately equipped to handle peacetime opera- 
tions and to handle military requirements. We were told that the 
military planned to get out of the roasting of coffee. That starts us 
off in July of 1952. 

In the fall of 1953 we passed the resolution I have mentioned. 

In the first half of 1954 there were hearings on this subject before 
the Committee on Government Operations. 

In January of 1955 a directive was issued by both the Department 
of the Army and the Department of the Navy to prepare plans im- 
mediately to discontinue roasting operations. 

I am intruding on your time, gentlemen, because I like to bring this 
up to the present time to indicate the expense we have been put to. 

In February of last year, almost a vear ago, invitations were issued 
to bid on roasting and packing of Government-owned green coffee. 
On February 25 the industry’s advisory committee was called by the 
Quartermaster General to meet in Washington to discuss the military 
requirements and plans. 

On March 21 there were supplementary invitations to bid issued on 
roasting and packing Government-owned green coffee. In other 
words, the Government had green coffee and they said to the industry, 
“‘We would like you to roast this and pack it for us.” 

And they wanted replies within a month. 

On April 4, 24 roasting firms bid on invitation. 

On April 18, 28 roasting firms bid on the second invitation. 

On April 22 all bids submitted on these two invitations were 
canceled. 

On May 12 the Quartermaster announced a change in policy and 
the ending of procurement of green coffee, with future purchases to 
be roasted and ground as a finished product. 

On June 1 the Army got into business and purchased roasted, ground 
and packed coffee for August delivery from 7 firms based on invitations 
to bid of May 16. 

On June 8 the Marine Corps did likewise. 

On June 15 the Navy bought August delivery from 9 firms against 
their invitation to bid of June 2. 

On June 24 invitations covering the Navy’s September require- 
ments were issued. They were required to reply by July 12. 

On July 6 Congress included section 638 in the appropriation bill. 
Thereafter the Army bought September delivery from 11 firms from 
invitations. The Navy reduced its purchase requirements for roasted 
coffee, and the Navy on July 13 canceled the remainder of its bid 
invitations of June 24. 

I could continue, but I think that is indicative. 

On August 9, pursuant to section 638, the Defense Department in- 
formed the Senate and House Appropriations Committees of its inten- 
tion to terminate coffee roasting. A 90-day waiting period was pro- 
vided in the act, which was to expire November 7. 

On September 8 the Senate informed the Defense Department they 
had no objection to their discontinuing the above roasting and manu- 
facturing activities. 

On October 19 the chairman of the House committee requested the 
Defense Department to postpone termination action until after 
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Congress convened on January 3, to enable his committee to con- 
sider the various requests. 

On November 3, the Defense Department agreed to suspend action 
affecting coffee, shoe repairs, rope, and the paint plant for another 90 
days. This period expires February 1, 1956. 

Gentlemen, I have listed that chronology because during that time 
our industry has gone along, and where necessary it has purchased 
additional equipment. 

I might point out, sir, that the Government packs in a 20-pound 
vacuum pack, whic h is not a customary size pack. Therefore, some 
of our people—very few had that size type of equipment—have gone 
out and purchased that type of equipment. Others have rented the 
equipment. There has been some of that machinery available from 
the canning plants, and they rented it out on an annual basis. 

Mr. Suepparb. At this point, Mr. McKiernan, | should like to 
present you a set of figures and see if in your opinion and from your 
wide range of experience you consider the figures that are quoted to 
the committee as being comparable figures, of course, taking into 
consideration, as your headline there indicates, that there is some 
difference. 

Mr. McKrernan. May I ask where this is from, if it is to make 
any difference? 

Mr. SHepparp. I do not think at the moment that is a matter of 
inquiry. We are inquiring of your opinion as to whether that is 
reasonably accurate, or otherwise. 

Mr. McKernan. I cannot answer this very accurately. First, we 
do not know what the Government’s requirements are produc tionwise. 
They have been as high as 87 million pounds, as I recall. They have 
been consuming a stockpile, so their requirements for green coffee, 
which is our basis of determination of what they require, have gone 
down in the past year. I am guessing, and as purely a guess 52 or 53 
million pounds is probably pretty fair. That is what I have heard. 
I do not actually know. 

Mr. SHEPPARD. I see. 

Mr. McKrernan. That is information we do not get. The same 
is true on the estimated Government cost. I do not know what is 
in that figure. I cannot answer that. 

Mr. SuHepparp. I assume you would be better prepared to answer 
the cost factor as it pertains to the private industry, as against that 
of the Government, because of the difference in your experience in the 
two fields. 

Mr. McKrernan. That is correct. I would put it this way, sir: 
Some 2 years ago or less the military asked one of the larger coffee 
roasting companies what they could do roasting for them for. The 
information that 1 understand was given to them—and I did not see 
this in writing, but I was told by an “officer of the company—was that 
they said, “We found that we could roast the coffee for about the same 
cost as the military could roast coffee. However, we have to add 
taxes to that, so our cost to the Government, to the military, would 
be that much higher.”’ 

That could vary from company to company. It could vary from 
time to time. I think if you took a chart over a period of several years 
it would average itself, but the coffee market has been in a gravely 
fluctuating state for some time, as you all probably recall. It has 
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But if you had a large inventory which you bought at a low price 
and you made an offer like this your price could be considerably lower 
than some other fellow who had to go out and buy it at a high price. 


COMPETITIVE BID 


Mr. SHepparp. I presume in your concept, for the people you 
represent, you would be perfectly willing to enter into a competitive 
bid under the specifications of the Government? 

Mr. McKrernan. Yes, sir. 

Mr. SuepparpD. If this business were turned over to private 
industry? 

Mr. McKrernan. Definitely; yes, sir. 

Mr. SuEepparD. There would be no objection, and you would not be 
insistent at all upon a negotiated contract function; is that correct? 

Mr. McKrernan. No, sir; we would have no objection to it. We 
think the open, aboveboard, most simple and customary way to do it 
is to ask everybody to bid. We have based our whole premise on the 
fact that we insist on seeing that the Government gets what it buys 
I am not looking for any accolades here, but this is a sincere statement 
of fact: We are satisfied when the military buys green coffee they are 
getting exactly what they buy. I have figures—which unfortunately 
are not with me—which indicate we have saved the Government many 
millions of dollars over the past 14 years in rejecting coffee which 
they were about to buy which we said did not meet the requirements. 

Mr. Sueprarp. In general you feel there are ample resources to 
supply the Government de mand and, so far as the preservation of the 
integrity of the taxpayer is concerned if they go into competitive bids 
in the open market operation, which I understand you are advocating, 
the ultimate price to the Government will be consistent or reasonably 
comparable to the existing cost, as they have set their costs? 

Mr. McKernan. Yes, sir. 

Mr. Suepparp. Are there any questions, gentlemen? 


PURCHASE OF GREEN COFFEE 


Mr. Anprews. I have one point, Mr. Chairman. 

If the Army stops roasting the coffee and stops the present plan 
under which they are operating and begins to negotiate contracts 
with the coffee industry will the industry or the Army buy the green 
coffee? 

Mr. McKiernan. We have proposed that the industry buy the 
green coffee. 

Mr. Anprews. Do you think you can save the Army money by 
buying the green coffee for them? 

Mr. McKrernan. I do not think it would cost any more or any less. 
You might find a shade advantage this time and a similarity the next 
time and maybe a shade disadvantage the third time. 

Mr. Anprews. That is all. 

Mr. SHepparp. Mr. Deane? 

Mr. Deane. No questions. 

Mr. Suepparp. Mr. Flood? 
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GOVERNMENT IN BUSINESS 


Mr. Foon. I have no questions, Mr. Chairman, but I would like to 
contribute this to your question of policy or philosophy. 

You know, there is a school of thought very rapidly developing that 
there comes a time when the injection of Government into business has 
some value or merit for the general welfare. There is such a point, 
you know, for the welfare and protection of small-business groups like 
you are. [am sure you are not big—big—hig. 

Mr. McKrernan. That is correct. We are in the main small 
business. 

Mr. Fioop. Yes. Whatever that is, there is a school of thought 
which has your welfare at heart and thinks that the concern of Gov- 
ernment in business should have spokesmen upon occasion. 

I just came back from Germany, I went down the Rhine River 
Valley, I saw a lot of castles on the Rhine, and they were very inter- 
esting historic evidences of a strange philosophy of the combination 
of sovereignty and business; the old medieval robber baron. Such a 
thing as that can develop again. If history has cycles, situations can 
soon develop which are not too remote from that ancient—not too 
ancient—theory of government and business. 

Now, we want to be sure—at least I do—that we are not going too 
far too fast on this question of business and government. There is 
some indication we might be. 

Mr. McKrernan. Let us look at it this way, sir: First, I can think 
of no reason why the military should roast coffee. 

Mr. Fioop. That is why we are here. That begs the question. 

Mr. McKrernan. That is correct. Second 

Mr. Fioop. That does not answer anything. 

Mr. McKrernan. Well, vou are debating a long-range philosophical 
point. 

Mr. Fioop. No. You led off here with a very thinly veiled premise 
in which you quoted distinguished committees and so on. I am merely 
making the same length reply of about 4 or 5 paragraphs. What you 
said had value, but you must not labor under the impression that 
you are alone in that thinking or that there is not another school of 
thought. 

Mr. McKernan. I quite agree with that. 

Mr. Fioop. There we are. 

Mr. McKtrernan. May I continue, sir, not directly in reply; but 
I have one more point I should like to make, with the permission of 
the chairman. 

NUMBER OF EMPLOYEES INVOLVED 


I would like to say that so far as I know, there are less than 100 
emplovees involved in this matter. I have heard various figures, and 
I presume they change from month to month. The one I have at 
hand says there are 59 employees in 4 Government roasting plants 
around the country. I have heard as high as under 100—88, | believe 
it was. I have heard it considerably less than 59. But let us say 
there are between 50 and 100 employees involved. There are four 
plants involved; Brooklyn, Atlanta, Oakland, and Seattle. 
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Navy Position 


Mr. Fioop. I had the impression the Navy is not pressing this case 
too strongly. 

Mr. McKiernan. Well, the Secretary of Defense has stated they 
are going out of the roasting of coffee, with your concurreace and 
authorization. The Assistant Secretary of Defense, Mr. Pike, has so 
said. He has written to us to that effect. I believe the Commerce 
Department favors it. I believe the President of the United States 
favors it. We believe in it and have adapted ourselves to that on this 
burden—this extra business. 

Mr. Fioop. I was impressed until you brought in the Department 
of Commerce. 

Mr. McKiernan. Well, some like their meat well done and some 
do not. 

Mr. Fioop. That is the point. 


LOCATION OF PLANTS 


Mr. SHepparD. Mr. Wigglesworth? 

Mr. WicGLeswortH. You say there are four of these plants now, 
Mr. McKiernan? 

Mr. McKernan. Yes, sir. 

Mr. WieeLteswortu. Two are at Brooklyn and Atlanta. Where 
are the other 2? 

Mr. Krernan. Oakland and Seattle. 

Mr. WicGLeswortH. With some 50 to 100 civilian personnel? 

Mr. McKiernan. That is correct, sir. 


MILITARY REQUIREMENT AND OVERALL PRODUCTION 


Mr. WieeieswortH. What is the overall production of the in- 
dustry? 

Mr. McKrernan. Of the industry? 

Mr. WiGGLEswortH. Yes. 

Mr. McKernan. We have done 22 million bags. May I work 
that out quickly for you? 

Mr. WieeiteswortH. Roughly what is the relation of the present 
Government production to the overall production? 

Mr. McKiernan. The Hoover Commission says 5 percent. 

Mr. WiaGLeswortuH. 5 percent? 

Mr. McKrernan. Yes, sir. 

Mr. WiceLeswortu. Is there any reason why private industry 
cannot meet that 5 percent requirement and meet it as efficiently as 
the Government can meet it? 

Mr. Kiernan. No, sir; there is not. 

Mr. WicGLeswortu. Do I understand that in your opinion, if the 
cost is computed on a comparable basis, that private industry can do 
the job as cheaply as the Federal Government? 

Mr. McKernan. Yes, sir. 

Mr. WicGieswortu. That is all, Mr. Chairman. 

Mr. SHEPPARD. Mr. Scrivner. 

Mr. Scrivner. Some of the figures that this committee has been 
presented show that as a matter of fact the percentage of the military 
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requirement as compared with the total U. S. A. requirement is a 
little under 3 percent and that it goes in time of war up as high as 
7 percent, so that the average of 5 percent would be about right. 


PROTECTION AGAINST EXCESSIVE COSTS 


Suppose that this committee does not interject a denial of this in 
writing as required by law and the military discontinues the practice 
and disposes of whatever equipment and plants and material it may 
have, and closes everything down, or whatever they may do with 
them. What safeguards will we have to be sure that having gone 
out of the business and placed it in the hands of private industry that 
the Government will not be subjected to excessive cost. In other 
words, we are out. We are solely dependent upon private industry 
for the procurement and roasting of coffee. How will the military 
be protected? 

Mr. McKiprnan. Well, we are aware of the danger of any buyer 
being charged more than he should. That is in the nature of the 
animal, whether it is coffee, milk, butter, automobiles, or steel. What- 
ever it may be, the seller tries to get the best price. When you have 
open competitive bidding you greatly reduce the margin of danger, 
I would be inclined to think. I think that is a fair assumption. 

We have, in the few times we have bid, had as many as 28 different 
companies entering bids around the country. I think that is a safe 
indication or a sure indication that you would get fairly reasonable 
competitive bids. 

Mind you, while an industry will stand together on principles, each 
member of that industry is out to get the business. They are not out 
to love each other. We are in business to make money. I zm 
inclined to believe that the price that the Government has paid for 
green coffee over the past 14 years as an indication would probably 
show up quite reasonably in line with what outside industry has paid 
for green coffee, sir. 

Mr. Scrivner. The Government would be buying through private 
enterprise approximately 70 million pounds of coffee which is a pretty 
good-sized order. 

Mr. McKrernan. It is. 

Mr. Scrivner. When reflected nationwide it is only 5 percent, for 
the sake of argument, but I can imagine if I were in the coffee business 
and if I could get just one customer who would spend a considerable 
sum with me buying 70 million pounds of coffee, as a matter of protec- 
tion in that business, as a matter of good business, I would try to see 
to it that that big customer got as good a price as I could give him so 
that I could continue to do business with him. 

Mr. McKrernan. I think that your 70 million or 100 million at a 
given time of the year in volume would be spread so that no one 
organization would get it. 

Mr. Scrivner. I knew that no one coffee roaster would do it. 

Mr. McKernan. It would be spread around because the military 
probably wants it in San Francisco, Georgia, or the New York area, 
so you would have competitive bidding for a smaller volume from the 
group in that particular area. 

Mr. Scrivner. By having that competitive bidding in those various 
areas, would that be an advantage or a disadvantage to the military? 











| 


aeons 


en cg + 


Are me 


hatin vod henintl S t 





106 


Mr. McKernan. I think it would be an advantage, 

Mr. Scrivner. What other advantages do you see would accrue to 
the military, and particularly to the taxpayers, if this program is 
adopted? 

Mr. McKrernan. Well, as I said before, the majority by far of the 
members of the industry are small business. I know of one case—I 
was told about this within the past 2 weeks—where a business was 
able to pay its expenses during the last year because of a bid that it 
got from the Government. In other words, the Government he!ped 
one industry to keep its head above water for a period of time when 
it was having depressed conditions. 

Now, I would like to add this, if I may: In our recommendation we 
have said that the same quality control of the green product must be 
maintained, and we have further said that we also insist that the 
Government enter the plant when the product is being roasted and 
packed so that the Government’s inspectors know exactly what goes 
in and comes out. We are very proud of what we have done for the 
military in the purchasing of coffee over the vears, and we are more 
interested in seeing that the Government continues getting what it 
buys at a fair price than having one say that we have made a killing 
out of the business. 

Do not forget that the troops and sailors that drink coffee are 
potential customers of the coffee industry of the United States for 
many years afterward. We want to see that the military buys what 
it gets at the most economical price and that those that consume the 
product get a good cup of coffee. We want to see them get it at a 
fair price. 

Mr. Suepparp. However, we will concede that so far as the con- 
sumer is concerned—and meaning by that the military body, the 
Army, the Navy, and so forth—they have no method of identifying 
the coffee. All the man does is drink the coffee. He does not know 
whether Folger turns it out, ABA, or who. 


COFFEE BREWING INSTITUTE 


Mr. McKrernan. I might add that we have also set up an institute 
to continually impress the military and others on how to brew coffee. 
We have helped the military in the development of coffee equipment, 
urns, and so forth, to get better coffee and get the proper extraction 
from the produc t, and that has been going on Over Many years. 

In the past 3 years we have set up an institute, the Coffee Brewing 
Institute, whose purpose is to see that coffee is brewed properly, not 
only in the military but everywhere. 

Mr. Scrivner. That laboratory or research center also goes into 
the matter of blends? 

Mr. McKiernan. No, sir. 

Mr. Scrivner. Does the coffee industry have anything similar to 
that that experiments with the blending of coffee, which in itself is 
quite an art? 

Mr. McKurernan. Definitely. I would answer this way, that the 
industry has experts whose business is just that, and they are available, 
and I believe that your present coffee purehasing specifications were 
suggested and recommended by the National Coffee Association as a 
good type of product—not too expensive, not too inexpensive, the 
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type of satisfactory product that could be used by the military with 
satisfaction and with pleasant results. 


WARTIME DEMANDS 


Mr. Forp. If the Government disposed of these four coffee-roasting 
facilities in peacetime, in wartime could the industry adequately 
handle the demands of the Government? 

Mr. McKrernan. That again is difficult to answer. I would 
answer in the affirmative. But it would depend upon how much you 
wanted tomorrow morning and how many people are under arms. 
I would say, based upon what happened in the last 10 years, that we 
are adequately equipped to handle your requirements. 

Mr. Forp. During the last several years the Government has not 
roasted all the coffee that has been used by the Army, the Navy, and 
the Air Force. 

Mr. McKernan. Yes, it has until recently. In this chronology 
that I read, they did buy roasted coffee the middle of last year. 
That ceased when the last appropriation bill included section 638. 
They were beginning to buy some, but in substance they have bought 
no roasted coffee from the trade or industry until last year. 


SALVAGE OF GOVERNMENT EQUIPMENT 


Mr. Forp. If these plants are disposed of would there be any 
salvage value to the Government? Would some of this equipment 
be purchased by private industry? 

Mr. McKrernan. That is hard to answer. I believe it is the 
desire of the Government to keep those plants. That is the last I 
heard, to put them in mothballs as they do machinery and ships and 
other material that might have a value at a later date. 


DIFFUSION OF FACILITIES 


Mr. Forp. Are there bidders who are diversified geographically? 
In other words, if the Government wanted to advertise for bids in 
New York, would there be a number of potential bidders in that 
area, and if they wanted to advertise for bids in Chicago, would there 
likewise be a number of competitive bidders in that geographical area? 

Mr. McKernan. Yes. 

Mr. Forp. The industry is diversified geographically? 

Mr. McKernan. Yes. The industry might be said to have four 
main centers; the west coast—roughly centered around San Francisco, 
and I am speaking broadly—New Orleans, New York, and Chicago. 
But then it runs down the east coast through Georgia, and it runs 
down from Chicago to New Orleans through St. Louis, and the same 
on the west coast, it runs from Seattle down to Los Angeles. 

I think that you will find a fairly complete diffusion of facilities 
around the country with greater emphasis on the metropolitan areas 
of New York, Chicago, San Francisco, and perhaps the south central 
area, like New Orleans and that area adjacent thereto running up 
into the Southern Atlantic area. 

Mr. Manon. You called my office the other day but we did not 
have an opportunity to discuss this matter in detail. We will go into 
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this matter very thoroughly before we take action. We are pleased 
that you were able to appear before the committee. 

Mr. McKrernan. Thank you very much. May I leave this chron- 
ology here? Will you require that which I read to you? 

Mr. Suepparp. Yes, if you have an extra copy of it you might give 
it to the clerk. 

Mr. McKrernan. I have copies of a letter to Congressman Cannon, 
a copy of which I have sent to all of you. 


TuEsDAY, JANUARY 10, 1956. 
Navy Ropewa.k 


WITNESS 


DeWITT C. SCHIECEK, SECRETARY OF THE CORDAGE INSTITUTE, 
350 MADISON AVENUE, NEW YORK CITY 


Mr. Manon. Congressman Lane, of Massachusetts, had planned 
to appear before the committee this morning in opposition to the 
closing of the ropewalk. He feels that it would be ill-advised for the 
Government to close the ropewalk, and he will take advantage of 
the opportunity of discussing the matter personally with members of 
the subcommittee at his first opportunity. It. was not possible for 
him to be present at the hearings this morning. I would like bis 
interest in the matter to show on the record at this point. 

Now, will you identify yourself for the record, please? 

Mr. Scureck. Mr. Chairman and gentlemen, my name is DeWitt 
C. Schieck, and I am secretary of the Cordage Institute, 350 Madison 
Avenue, New York City, a trade association of the United States 
private hard-fiber cordage and twine manufacturers. I am handing 
the reporter a list of manufacturers on whose behalf this statement 
is made. 

Mr. Manon. It will be inserted in the record at this point. 

(The list referred to is as follows:) 

Statement of DeWitt C. Schieck, Secretary of Cordage Institute, made on 
behalf of the following companies: 


Unirep States Private Harp FiserR CorDAGE AND TWINE MANUFACTURERS 


American Manufacturing Co., Noble and West Streets, Brooklyn 22, N. Y. 

Cating Rope Works, Inc., 58-29 64th Street, Maspeth, N. Y. 

Columbian Rope Co., 309 Genessee Street, Auburn, N. Y. 

Edwin H. Fitler Co., Devereaux and Milnor Streets, Philadelphia 24, Pa. 

Edwin H. Fitler Co., mill, 4400 Florida Avenue (Post Office Box 3185), Station 
Bywater, New Orleans 17, La. 

Great Western Cordage, Inc., 501 West Palm Avenue, Orange, Calif. 

Hooven & Allison Co., 555 Cincinnati Avenue, Xenia, Ohio 

Thomas Jackson & Son Co., 626 North Ninth Street, Reading, Pa. 

New Bedford Cordage Co., 131 Court Street, New Bedford, Mass. 

Peoria Cordage Co., 1502 South Washington Street, Peoria 2, Ill. 

Plymouth Cordage Co., mills at North Plymouth, Mass., and 600 Pontchartrain 
Drive, New Orleans, 31, La. ; 

E. T. Rugg Co., 1 Sisal Street, Newark, Ohio 

St. Louis Cordage Mills, 1046 Lafayette Street, St. Louis 4, Mo. 

Tubbs Cordage Co., 200 Bush Street, San Francisco 4, Calif. 

Tubbs Cordage Co., 2021 15th Avenue, West (Post Office Box 1836) Seattle 11, Wash. 
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Wall Rope Works, Inc., 48 South Street, New York 5, N. Y. 

Wall Rope Works, Inc., mill, Beverly, N. J. 

Whitlock Cordage Co., 46 South Street, New York 5, N. Y. 

Whitlock Cordage Co., mill, Foot of Lafayette Street, Jersey City, N. J. 


GENERAL STATEMENT 


Mr. Scureck. Our purpose in appearing here today is to request 
this committee to accept the decision of the Department of Defense 
to terminate the manufacture of commercial type rope at the Navy 
ropewalk located at the Boston Navy Yard. 

The decision of the Department of Defense in this matter was set 
forth in a press release, 128-55, dated February 10, 1955, from which 
I quote as follows: 

The decision to close the ropewalk resulted from a careful study of the necessity 
of continuing this operation in the light of current directives of the Department 
of Defense which require that private facilities be used to supply defense needs 
to the greatest extent possible. The Secretary of the Navy, Charles F. Thomas, 
stated it was the Navy’s policy to foster free competitive enterprise, and to avoid 
competing with private business firms except where absolutely necessary to fulfill 
military requirements. He expressed the opinion that private industry would 
be able to supply the Navy’s rope requirements in an economical and satisfactory 
manner, 

There are 15 privately owned companies presently manufacturing 
rope in the United States. These companies operate plants in 10 
States, as follows: New York, New Jersey, Pennsylvania, Massa- 
chusetts, Ohio, Louisiana, Missouri, Illinois, California, and Wash- 
ington. 

Total employment in the industry, including the manufacture of 
hard-fiber twine, is in the neighborhood of 4,000 people. 

Of the 15 companies manufacturing hard-fiber rope in the United 
States, 12 employ less than 500 people and are in the category of 
small business. About 6 employ less than 100 people. 

The rope production of these small companies amounts to a sub- 
stantial percentage of the total rope produced in the United States. 

Mr. WiaeLteswortH. Do you mean the 15 companies? 

Mr. Scuieck. Of the 12 companies who are in the category of 
small business. Yet some of these firms actually produce less, or 
only very little more rope, than the Navy rope walk. 

In 1952, of the approximately 20 million pounds of manila rope 
purchased by the Federal Government, approximately 14 million 
pounds was supplied by these small companies. 

In 1954 the Federal Government purchased approximately 3,700,000 
pounds of manila rope. These small companies supplied approxi- 
mately 2,700,000 pounds. 

The normal peacetime rope market averages slightly more than 
100 million pounds per year. The domestic industry has been selling 
about 90 million pounds of rope per year. Imports average between 
8 and 9 million pounds, and the ropewalk manufactures about 5 
million pounds per year. 

Based on World War II experience we believe that emergency 
requirements for rope exceed 400 million pounds per year. We 
understand that the Navy ropewalk produced approximately 20 
million pounds of rope in 1 year during World War II. 

The United States private industry produced about 285 million 
pounds in 1 year and could have produced more had fiber been 
available. 
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It follows from this that in any emergency the Government must 
look to the United States private industry for its rope requirements. 

In other words, if emergency needs are to be met, private industry 
must maintain a rope capacity in excess of 4 times its normal peace- 
time business of 90 million pounds per year. Ninety million pounds 
represents approximately one-half of the theoretical one-shift capacity 
of this industry. 

PEACETIME PRODUCTION 


Mr. Manon. Let me get this clear. The normal peacetime produc- 
tion, if there is any such thing as ‘‘normal peacetime,” is around 90 
million pounds? 

Mr. Scuieck. Sales of this industry are around 90 million pounds. 

Mr. Manon. Ninety million pounds of rope? 

Mr. Scuieck. Yes. 

Mr. Manon. And the ropewalk would produce about 5 million 
pounds? 

Mr. Scuieck. Yes. 

Mr. Manon. So that is roughly a little more than 5 percent that 
would be handled by the Government through the ropewalk? 

Mr. Scureck. Yes. 

Mr. Manon. Then we import about 8 million pounds normally? 

Mr. Scureck. Yes. 

Mr. Manon. That is something over 100 million pounds of rope 
that we might use in an average year? 

Mr. Scureck. Yes. 

Mr. Manon. And less than 5 percent of the total would be Gov- 
ernment produced, and you point out that the Government is an 
emergency—and certainly we are not in an emergency—must rely on 
the domestic industry for the substantial production of cordage? 

Mr. Scureck. Yes. 

An increased volume of business must be obtained by the industry 
if this great excess capacity needed for war emergencies is to be main- 
tained. Most of the manufacturers also produce industrial twine and 
a good many of them, but not all, produce baler and binder twine. 
The same machinery used for the preparation of the fiber for the 
manufacture of these twines is used for the preparation of fiber in the 
manufacture of rope. 

Much of the machinery used for the spinning of twine could be used 
for the spinning of yarns for the manufacture of rope. 

In years gone by the manufacture of twine has helped the industry 
to maintain excess basic machinery for the manufacture of rope in 
emergency situations. 

However, in recent years, due to tariff reductions and other tariff 
treatment, imports of twine have shown, tremendous increases. 

In 1948 imports of industrial twine, binder twine, and bailer twine 
were about 22.1 percent of sales of those twines by the entire domestic 
industry. In 1954 imports had increased to 89.1 percent, and for the 
first 10 months of 1955 imports amounted to 143.8 percent of the 
entire domestic industry’s twine sales. As demonstrated by these 
figures more than half the United States consumption of bailer and 
binder twine which are essential items of supply to the American 
farmer, and more than one-half of the United States consumption of 
industrial twine is now being imported, and all these imports are from 
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countries where labor costs are from one-third to one-tenth of the 
labor costs of the United States industry. 

Aside from the vitally important question of the necessity of main- 
taining sufficient facilities in this country to supply the farmers’ needs 
in time of emergency when offshore sources are no longer available, 
you have here the question of the effect of these imports on the ability 
of the industry to maintain the vast capacity needed to supply emer- 
gency rope requirements. One substantial rope mill and two prison 
twine mills went out of business last year. 


IMPORT OF FOREIGN TWINE 


Mr. Manon. This is all very interesting and important. The 
great threat to the rope industry is not as much the ropewalk i 
Massachusetts as it is the import of foreign twine? 

Mr. Scuieck. Mr. Chairman, I have to mention this to give you 
a picture of the depressed conditions in the industry and show you 
where the 5 million pounds of rope now manufactured by the rope- 
walk would be of great assistance to many of the smaller rope manu- 
facturers. 

Mr. Manon. Your point is well taken, but you have not answered 
my question. It is true if you would suspend imports you would 
not be worried about the ropewalk too much? 

Mr. Scuieck. No. If we were a healthy, prosperous industry, I 
do not think we would have at this point too much of a case. 

Mr. Manon. But you still have not answered my question. Is 
the import of foreign twines a greater threat to you than the ropewalk 
in Massachusetts? - 

Mr. Scureck. Yes. I am sorry that I did not understand your 
question. I would have answered it directly in the first instance. 

Unless the industry is given access to a greater share of the United 
States market there will be further serious losses of essential ¢ apacity. 
The quantity of rope manufactured by the Navy ropewalk, if supplied 
by this industry, would be of considerable help to it in maintaining 
capacity. 

CONDITION OF ROPE BUSINESS 


As we have said above, many of the rope manufacturers are in the 
category of small business. A part of the 5 million pounds annual 
production of the ropewalk, if supplied by these small manufacturers 
could at times mean the difference between staying in business and 
closing up shop. This industry is in a depressed condition. A 
survey of the hard fiber, rope, and industrial twine industry made by 
the Albert E. Sawyer Co., of New York, shows that the industry on 
these 2 products in 1953 made a profit, after taxes, of 1.69 cents on 
sales and a profit of 2.66 percent of net worth. 

In 1954 the profit after taxes was 0.82 cents on the sales dollar and 
1.07 percent of net worth. 

These profits are far below the average of United States industry. 
During these 2 years, of course, with such very low average profits 
you can be sure that a number of rope manufacturers lost money in 
these operations. 

We believe it is readily apparent from the foregoing this industry 
could well utilize the additional rope business represented by the 
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quantity now being produced by the Navy ropewalk. We believe 
also this committee is aware of the essentiality of the United States 
private hard fiber cordage and twine industry and the necessity of 
preserving its facilities in the national interest. 

It should be borne in mind we have not advocated the destruction 
of the Navy’s ropewalk, or rope-making facilities, because of possible 
national defense needs. We have recommended such facilities be 
mothballed, and we understand this is the intent of the Department 
of Defense. 

The specific question we raise at this point is, therefore, would it 
not be far better for the overall national interest for the Government 
to maintain its rope-making facilities in standby than it would be for 
the Government to continue to produce rope and run the risk of 
permanent loss of essential private facilities? 


GOVERNMENT IN BUSINESS 


On this point the Government Operations Committee, in House 
Report 1197, 83d Congress, 2d session, paragraph 6, page 6, had this 
to say: 

Where a choice lies in closing a Government factory, or a commercial enterprise 
of an essential nature which pays taxes, it would seem only too evident that 
private industry should be favored. This is particularly so if a depressed industry 
is involved. 

There may be some who would hold that the Government should 
produce its own supplies where it can do so cheaper than it would cost 
to procure them from private enterprise. This concept does violence 
to the policy of our Government to foster free competitive enterprise. 
If the decision in this matter turns on this point, then it would be 
necessary for all Government agencies to immediately investigate the 
possibility of manufacturing the thousands of items which it is pres- 
ently procuring from private sources. 

But we do not believe that savings to the Government can be shown 
in the production of rope at the navy yard over any reasonable period 
of time, assuming that a true commerce cost basis is used in evaluating 
the Navy ropewalk operation. 

At the aforementioned hearings before the Government Operations 
Subcommittee evidence was introduced to show the Coast Guard pro- 
duced its rope from commercial sources at prices materially below 
the Navy’s prices for the same items. Witnesses testifying for the 
Navy stated that the Navy purchased two-thirds of its rope require- 
ments from commercial sources and commercially made rope is used 
interchangeably with rope of Navy manufacture. 

r © s . 

Testimony was also introduced to show the Coast Guard and the 
Maritime Commission purchased their rope from commercial sources. 

We can add that the United States Army, the Air Force, and other 
Government agencies also buy their rope from private industry. 
According to an item appearing in a newspaper some time in August 
of last year, the Department of Defense, I believe, advised the House 
Appropriations Committee that it had investigated the cost of pro- 
ducing rope at the navy yard and had determined that in general it 
would be cheaper to procure rope from commercial sources. I am 
sorry that I cannot give you the citation of this item, but that is my 
recollection of what it said, and the committee has the opportunity of 
checking on that as to the accuracy of my recollection. 
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RESEARCH 


There are some who have said the ropewalk should remain open for 
the purpose of carrying on research and development work. We have 
never raised an objection to that. Our point is that it is not necessary 
for the Navy to produce rope of a type readily procurable from com- 
mercial sources in order to do research and development work. 

We would like to point out, however, that the research facilities of 
the industry have always been made available to Government for 
research and development work. We are presently carrying on a 
research program with the General Services Administration on the 
life of stockpile fiber, and we have just completed a research program 
with the Navy on the development of specifications for nylon rope. 

This is one of the most highly competitive industries in this country, 
and there is a never-ending pressure to improve quality and decrease 
costs. 

We believe that our industry makes the highest quality rope in the 
world and that it is made available to the consuming public at the 
lowest possible cost. We maintain that the continued operation of the 
ropewalk in the manufacture of commercial-type rope is not in the 
best interests of the United States, from the standpoint of possible 
savings, or from the standpoint of national defense. 

Accordingly, we respectfully request this committee support the 
decision of the Defense Department to terminate the production of 
commercial type rope at the Boston Navy Yard. 

I thank you very much for the opportunity of being heard on this 
matter. 

REQUIREMENTS OF UNITED STATES 


Mr. Manon. I think that you have made a very excellent statement. 
I would like to ask a few questions. 

The rope requirements of this country, as I understand it, are 
something over 100 million pounds? 

Mr. Scuieck. Yes. 

Mr. Manon. Now, we speak of hard twin and cordage and rope, 
and so forth. When you bring in binder twines, and twines used on 
farms, and so forth, you get into a different field. You do not call 
that cordage; you call it twine. 

Mr. Scureck. We do as a general proposition. 

Mr. Manon. Now, our imports of rope are about 8 million pounds? 

Mr. Scuieck. About 8 million, yes; to 9 million. 

Mr. Manon. And it is practically all from the Philippine Islands? 

Mr. Scuieck. No, sir. The Philippine Islands have a 6 million 
pound absolute duty-free quota, and I believe this year it will approach 
about 5 million, and imports of rope from Mexico and Cuba will run 
about 3,500,000 pounds, making the total. 

Mr. Manon. That is where it comes from principally? 

Mr. Scuieck. Yes. 

Mr. Manon. It comes from friendly countries, we hope? 

Mr. Scuieck. Yes. 

Mr. Manon. Now, when you get into this field of hard fibers and 
twine, and industrial twine, and so forth, how much of that do we 
import? 
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Mr. Scuieck. In 1948 this total United States mdustry, which 
includes prisons—there are four State prisons now manufacturing 
twine—produced a total of all twine of 171,400,000 pounds. 

Mr. Manon. Of all twines? 

Mr. Scuieck. Yes. 

Mr. Manon. In this country? 

Mr. Scureck. Yes. 

Mr. Manon. That was in 1948. That compares with something 
over 100 million pounds of rope that we use? 

Mr. Scuteck. No, sir. Private industry only produced about 90 
million pounds in 1948. 

Mr. Manon. Thatis good enough. We are talking about the overall 
picture. In other words, the twine business poundwise is bigger than 
the rope business? 

Mr. Scureck. Yes. 

Mr. Manon. Considerably. Are those the latest figures you have? 

Mr. Scutecx. No, sir. In connection with the 1948 figure of our 
sales I would also like to give you the quantity imported. 

Mr. Manon. Yes. 

Mr. Scureck. In 1948 the total industry sold 171,400,000 pounds. 
Imports of all hard fiber twine amounted to 38 million pounds. 

Mr. Manon. We imported the constituent parts of the twine, 
but we are talking here about imports of the manufactured twine? 

Mr. Scureck. Precisely. All of our raw fiber, sir, is imported. 

In 1954 the industry sold 173,400,000 pounds of twine and imports 
had increased to 154,600,000 pounds. 

In the first 10 months of 1955 the domestic industry sales had 
dropped to 116,600,000 pounds and imports had increased to 
167,800,000 pounds. 

EFFECT OF IMPORTS 


Mr. Manon. It certainly looks like the local twine industry is in 
more difficulty, from the standpoint of quantity of foreign imports, 
than the rope industry. 

Mr. Scuieck. Well, Mr. Chairman, as I indicated in my statement, 
there is a relationship between twine manufacture and rope manu- 
facture. All fiber, whether it goes into twine or rope, must be sent 
over preparation equipment, and it must be spun, and in the spinning 
process you either spin yarns for ropes, or you spin twine. So in 
addition to the necessity of maintaining facilities here for twine to supply 
the farmer with his essential material when you cannot get it because 
offshore sources are not available, you have the problem of main- 
taining that extra preparation and spinning equipment so we can meet 
the war requirement of 400 million pounds of rope. All we have is 
90 million pounds of rope to goon. That helps to hold that first step 
equipment, but we still have rope equipment to hold, and we have 
some of these smaller companies that do not make bailer or binder 
twine. Half of them do not make bailer or binder twine; they make 
only rope, and a little bit of wrapping twine, and they have lost half 
of their wrapping twine business. 

Mr. Manon. The business is not impeded by the ropewalk in 
Boston but by these 161 million pounds of imports of manufactured 
twine? 

Mr. Scuieck. Yes. We do not consider the ropewalk as a threat. 


We consider that the 5 million pounds of rope made annually by the 
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ropewalk would be of great help to the small manufacturers who do 
not have any twine business. 

Mr. Manon. You are representing, and well, the rope industry, 
but this is not of earth-shattering importance, so far as your industry 
is concerned. It is important, and would help some of the smaller 
manufacturers. That has greater appeal than helping the bigger 
ones, but we would like to help all industry, big and little. 


EMPLOYEES OF ROPEWALK 


If we should put the ropewalk in Boston on a standby basis, the 
personnel would be dissipated and in the event of war they would not 
be available. Would it be worth anything, do you think, in the event 
of war? 

Mr. Scureck. I have always questioned the need for the ropewalk 
at the Boston Navy Yard because of the tremendous requirements 
for labor in the manufacture and servicing of ships. Why should the 
ropewalk be in there in Boston to compete with that more essential 
occupation, that more natural occupation of the Navy Yard? 

Mr. Manon. That is a very good point. 

Do you know offhand—we have the information, I am sure, in the 
record—how many people are in that ropewalk? 

Mr. Scurecx. The last time I heard about 70. 

Mr. SHepparD. Seventy-eight. 

Mr. Manon. That is not much competition with the thousands 
and thousands of people that work in the navy vard. 

Mr. Scuiecx. Well, if you are holding that facility to expand i 
time of war, it will then go into competition because | think at one 
time in World War I] they did go up to 20 million pounds. 

Mr. Manon. That would require muc ‘+h greater personnel than the 
small number that you speak of now? 

Mr. Scuieck. Yes. I know that whole area u» there was terribly 
short of labor. The navy yard had buses with loudspeakers going 
around through the neighboring towns looking for people to come to 
work at the navy yard. And just 40 miles from Boston is the Plym- 
outh Cordage Co., which is one of the largest rope and twine man- 
ufacturers. 

LOCATION OF ROPE PLANTS 


Mr. Manon. It is desirable, I think, to have a rope manufacturing 
plant near the coast because the raw material is imported? 

Mr. Scuteckx. Yes. That is the reason that most of the plants are 
located along the east coast—Massachusetts, New York City, New 
Jersey, Pe nnsylvania. There are several in the Midwest, and two in 
New Orleans. 

Then we have the three plants on the west coast, one in San Fran- 
cisco, Orange, and Seattle, Wash. 


PHILIPPINE ROPE 


Mr. Manon. Is the cordage industry reconciled to the free importa- 
tion of 66 million pounds of rope from the Philippine Isles? 

Mr. Scuteck. Yes. At the time the first Philippine Island trade 
agreement was being negotiated we interposed no objection to the 
import of that rope. At that time, however, we were in the position of 














116 


enjoying a great deal more business than we are now. When it came 
up this last time there was involved the question of whether they 
should remove the limitation entirely and let them ship any quantity 
they wanted in here. We had to give in considerably to overcome 
that desire of some people to open the door wide and we took the 
se the two evils and said we would go along with the 66 million 
ounds. 

. Mr. Manon. What is the rope production of the Philippine Islands? 

Mr. Scureck. Very small, sir. I think that it runs around 15 
million to 20 million pounds. 

Mr. Manon. We get about a third of their production? 

Mr. Scureck. Probably a little less than that. They supply a good 
part of the East with rope. They ship it all over that area as well as 
the Philippine Islands. 


QUALITY OF ROPE 


Mr. Manon. Is our rope as good as any manufactured in the world? 

Mr. Scuieck. United States cordage manufacturers make the finest 
rope in the world. We make it according to Government military 
specifications. We use the highest grade fibers. 

Mr. Manon. Is there any difficulty on the part of private industry 
to make rope that meets the requirements? 

Mr. Scuteck. Well, once in a while we have, for instance, a situation 
of treated rope with certain chemical put into the rope to prevent 
mildew and rot, and occasionally when they run out a batch there will 
be a batch that will not test out. That, of course, is done away with 
and a new batch is made. It is true in any chemical procedure you 
occasionally get a failure. But by and large the industry has very 
little trouble on that score and I have not heard in my 5 years of 
experience with the industry of any failures in the tensile strength, 
which is the No. 1 test. 


FUTURE OF ROPE INDUSTRY 


Mr. Manon. The surrey with the fringe on tep has just about passed 
out of the picture except as museum item. What is the future of the 
rope industry? Is it losing a lot of its customers? 

Mr. Scuteck. No, sir. There have been many instances of tech- 
nological changes in the handling of materials, and so forth, where 
some other on has been found to do the job. Our rope position has 
maintained a rather static position over the years as well as we can 
judge, exing out the war period—of about 90 million pounds a year. 
The rope market has been running about 100 million, or a little less 
over the years. Of course, there is a tremendous increase in population. 

Mr. Manon. In other words, the rope manufacturers have not 
kept up with the population? 

Mr. Scureck. All we have done is maintain the position. The 
reason for that is there are uses for rope for which no substitute has 
ever been devised. 

Mr. SHepparp. Did I understand you in your comment to Chair- 
man Mahon to say that you were receiving some competitive condition 
from rope production in penitentiaries? 

Mr. Scurecx. No, sir; that was twine. They have a very small rope 
capacity. 
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Mr. SHepparD. What you are interested in here is not the twine 
aspect, but the rope aspect? 

Mr. Scuieck. Yes. 

Mr. SHepparD. You are interested because of its hypothetical 
resistance to the small-business producers in that field? 

Mr. Scuieck. Yes. 

Mr. SHepparD. That is actually the real interest that you are 
representing? 

Mr. Scuiecx. I am representing the whole industry because we can 
all use it. 

Mr. SHEPPARD. But not in the twine category? 

We are strictly addressing ourselves to the rope aspect? 

Mr. Scuieck. Yes. 

Mr. SHepparp. And you feel because you have stated that the 
proportion of rope manufactured there is minor compared to the total 
there are other contributing factors to the depressed status of the rope 
industry and the ropewalk would add percentagewise to the welfare 
of small business, or the depressed aspect of the rope industry; is that 
not correct? 

Mr. Scuieck. That is right. 

Mr. SHepparb. I have no further questions. 


POSITION OF MR. SCHIECK 


Mr. WiceLeswortn. Just to get your position clear in my mind, 
this ropewalk has been in operation for about 125 years, has it not? 

Mr. Scureck. Yes. It has a fine record in terms of improved pro- 
ductivity and in terms of economy. It has a fine staff of skilled work- 
ers. It has been regarded all these years as an integral part of the 
Navy. 

Mr. Wice.teswortH. The reason that you take this position now, 
is it not, is because of the temporary hardship conditions that you feel 
are confronting your industry? If your industry were in good shape 
you would not consider this 5 million pounds any real threat? 

Mr. Scuieck. No; we would not consider it a threat, sir, but I think 
we would be obliged to object to it on principle. 

Mr. WIGGLESworTH. You used in your statement the words “‘com- 
mercial-type rope.’”’ Am I correct in my understanding that you do 
not object to the continuation of these facilities for research and 
development purposes? 

Mr. Scuieck. No, sir. 

Mr. WiaeLeswortH. You have no objection to that? 

Mr. Scuieck. No, sir. 

Mr. WieaLeswortnH. That is all, Mr. Chairman. 


RESEARCH 


Mr. Scrivner. I have one question and acomment. Is your indus- 
try so set up that it has within itself a research facility? 

Mr. Scurecx. Not on an industrywide basis, sir. 

Mr. Scrivner. If the Navy said, ““We need a certain type of rope 
of a certain size to perform a certain job,” is the national ropemaking 
industry in a position to undertake that? 

Mr. Scureck. Absolutely, sir. 
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WAR PRODUCTION 


Mr. Scrivner. As I followed some of your presentation, you stated 
that in time of emergency the Federal Government comes along and 
expects the American rope industry to take on a burden of perhaps 
as much as four times the production that the industry has? 

Mr. Scuieck. Yes. 

Mr. Scrivner. And in order to be ready to do that the industry 
must, of course, maintain certain facilities which would indicate that 
at least three-fourths of them would be idle during that period of 
time, or if they do not maintain them on an idle basis they would 
have to build up to that capacity when called upon to do so, so the 
industry feels inasmuch as you already have these plants going and 
that the industry is called upon by the Federal Government to increase 
its production four times in case of emergency, all possible work 
should be given to the private rope industry rather than having a 
Government rope agency compete with private industry? 

Mr. Scureck. Yes. 

Mr. Scrivner. That is substantially the presentation that you are 
making? 

Mr. Scuieck. Yes. 

May I add one thing to the gentleman’s question? Our ropemaking 
facilities are adequate for any work that the Navy wants us to do, 
and we received a letter from Admiral Morgan, Assistant Chief, 
Bureau of Ships, back in the spring on that point. 

My advice to him was this: 

Your letter was presented to the industry at its quarterly meeting on April 27, 
and I am instructed to inform you that the individual member companies of the 
cordage industry will be glad to cooperate with the Department of the Navy in 
any way possible with this work, and will give the most considered attention to 
your proposals which may be submitted by the Department in this connection. 


Mr. Manon. Will you put his letter in the record? 

Mr. Scuteck. I will put both of these letters in the record. 

(The letters are as follows:) 

FeBrRuary 11, 1955. 
Rear Adm. W. D. Leaccett, Jr., 
Chief, Bureau of Ships, 
United States Navy Department, Washington 25, D. C. 

Dear ApmrraL Lecorerr: Thank you very much for your letter of February 9, 
1955, advising that the Navy Department has decided to terminate its rope 
manufacturing operations at the Boston Navy Yard. I want you to know that 
the Navy has the deep appreciation of the private hard fiber cordage and twine 
industry of the United States for this decision. 

From the standpoint of the interest of the national security we are glad that 
the Navy has decided to mothball the ropewalk facilities. This industry is fighting 
for its existence against an avalanche of imports of competitive products. The 
capacity of the industry to meet the requirements of the Navy and other armed 
services for rope is seriously threatened by these imports, which while not heavy 
in rope are running to increasingly higher and destructive volume in agricultural 
and industrial twines which has a direct bearing on the maintenance of capacity 
to prepare fiber and spin it into rope yarn. The story is told in the attached copy 
of a brief which we have filed with the Ways and Means Committee in opposition 
to H.R. 1. I hope that you will have an opportunity of reading this brief. 

In closing, I would like to thank you again and to assure you that you may 
count on this industry to continue to cooperate with the Navy to the fullest extent 
in its program for the development and procurement of the quantities and kinds 
of rope needed in its operations. 

Sincerely yours, 
DeWitt C. Scureck, Secretary. 





SS Cae aS a OA 


119 


APRIL 18, 1955 
The Corpace INSTITUTE, 
New York, N. Y. 
(Attention Mr. DeWitt C. Schieck, secretary.) 

GENTLEMEN: The future program of the Bureau of Ships on research in connec- 
tion with cordage may require increased participation by industry. The purpose 
of this letter is to bring out such comments and recommendations as the industry 
may have, with a view to possible cooperation in undertaking this work on a con- 
tract or other agreeable basis. 

The Bureau’s objective in general is the carrying out of a long-range program 
aimed primarily at the prevention of material shortages in the event of another 
emergency, based on experience during World War II. In addition, the work 
consists of the solution of those more immediate problems which arise, and which 
may be connected with the development of new equipment or improved fleet oper- 
ations. The long-range program generally follows along lines that have been 
recommended by the former War Production Board or former Research and De- 
velopment Board. Review of this work has been made in conferences with the 
Office of Defense Mobilization and its continuation is considered necessary. Ex- 
amples of the long-range research projects are as follows: 

(a) The investigation and evaluation of synthetic fibers to determine their 
suitability for marine cordage, and the further development of promising materials 
into satisfactory rope constructions. 

(b) In cooperation with the Department of Agriculture to investigate and 
develop natural fiber rope, the fibers of which can be grown in the continental 
United States. This has reached the point where sansevieria fiber appears to offer 
the most promise and work is being concentrated on particular species. 

(c) Participation with industry in the problem of safe storage life of stockpiled 
fibers under the General Services Administration. Study of grades other than 
those chosen by the cooperating commercial mills may be needed, as well as 
assistance in the interpretation and correlation of data from all sources. 

(d) Continuation of studies of preservative compounds for cordage. The 
objective of this work is to prevent deterioration from mildew and rot prior to 
issue, as well as some possible increase in service under use conditions that are 
conducive to decay. 

It will be noted that the Bureau’s program is not necessarily related to the 
normal type of research conducted by industry for the purpose of improving or 
developing new products for its markets. However, the programs do not conflict. 
It should be understood that the results of the Bureau’s program would become 
available to all members of the industry, as may be considered in the best interests 
of the Government. 

Your comment is requested at as early a date as practicable. 

Sincerely yours, 
A. M. Morean, 
Rear Admiral, USN, 
Assistant Chief of Bureau for Ship Design and Research. 


COAST GUARD ROPE PROCUREMENT 


Mr. Forp. The rope which the Coast Guard procures from industry 
is procured on a competitive basis? 

Mr. Scureck. All Government agencies buy rope on competitive 
bids. 

Mr. Forp. And the Coast Guard procures all of its rope from private 
industry? 

Mr. Scureck. Yes. 

SMALL BUSINESS 


Mr. Forp. In your opinion, if this ropewalk were discontinued in 
Boston, there would be competitive bidding from the industry as a 
whole for this business? 

Mr. Scuieck. Yes. There always has been and always will be. 

Mr. Manon. How would the little operator get the contracts? 

Mr. Scureck. He would have to take his chances. 
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Mr. Manon. The chance would not be too good for him? 

Mr. Scuiecx. As I reported in my statement a short while back, 
small business has been fortunate enough to get the majority of 
Government business. 

Mr. Forp. In the competitive business of the Coast Guard, or the 
Army rope procurement, the smaller companies in the industry have 
been able to meet competition? 

Mr. Scuisck. Oh, yes. 

NYLON ROPE 


Mr. Miter. Do you make any nylon rope? 

Mr. Scureck. Yes. 

Mr. Mityier. You make rope for parachutes and that sort of thing? 

Mr. Scuieck. Some of them make nylon rope and other synthetic 
ropes. A few of them make nylon cord; yes. 

Mr. Mitusr. That includes all the other functions of rope? 

Mr. Scureck. Yes. 


ABILITY TO MEET MILITARY REQUIREMENTS 


Mr. OstsrtaG. Are we to understand that your industry is ready, 
willing, and able to absorb all requirements, not only at the civilian 
level but the military, insofar as ropemaking is concerned? 

Mr. Scuieck. Yes. 

Mr. OsrrertaG. In time of war, or any other emergency situation, 
when the requirements might be i ine reased, the industry is equipped, 
or will be, to handle any additional requirements? 

Mr. Scuteck. We believe the industry is equipped at this time, sir. 
I cannot tell you what the future might bring unless we can get some 
correction of this import situation. We are bound to lose further 
capacity. 

Mr. Ostrertaa. Well, then, your ability to meet the military require- 
ments is a matter of belief rather than a fact? 

Mr. Scureck. No, sir. We know that we can meet the military 
requirements at this point if we are right in our estimate of what those 
requirements are, and when I say we estimate based on World War 
II that emergency requirements will be about 400 million pounds a 
year, I can say to you now we have the capacity to do that. But I 
say that we cannot guarantee that we will maintain that capacity. 
We need a much larger volume of business in order to do that. 

Mr. Ostrertac. This military business would help you maintain 
that facility in the industry which is so essential to the economy in 
time of emergency? 

Mr. Scureck. Yes. 

NAVY USE OF ROPE 


Mr. Fioop. I thought that somebody would develop this point: 
Have you not had a problem with the Navy people about continuing 
this matter in Boston? 

Mr. Scurteck. We have worked with the Navy over the past 2 
years and furnishing them with information and urging them to close 
the ropewalk. 

Mr. Fioop. If everything you say is true, you will agree that 
there is a much closer relationship between the Navy and rope than 
there is between the Navy and roasting coffee? 











121 


Mr. Scureck. I would assume there would be. 

Mr. Fioop. Do you have any hesitation in saying so, even though 
we do not have four-master riggers, there is still a very intimate rela- 
tionship between the operation of the Navy and rope? 

Mr. Davis. If the gentleman had ever served in the Navy, he could 
understand why the witness is reticent to answer, because coffee is 
essential to the operation of the Navy. 

Mr. Foon. It is a question of degr ee. I am sure the gentleman is 
right. I am wondering why the witness is hesitating at all. 

Mr. Scrivner. Perhaps he is not conversant with coffee. 

Mr. Fioop. We are. 

Mr. Scureck. To be perfectly honest, I have to admit that there 
is a longer tradition of rope used by the Navy which could very well 
answer the question; yes. 


NAVY POSITION 


Mr. Fioop. The answer is “Yes.’”’ The plant in Boston has been 
up there how long? 

Mr. Scuteck. Over a hundred years. 

Mr. FLoop. The Navy has indicated to you that they are interested 
in maintaining this particular operation? 

Mr. Scureck. Yes. 

Mr. Fioop. Now, does it not occur to you that the Navy persists 
in the emphasis that they must maintain this small operation in Boston 
in the manufacture and research and development of rope, and even 
though it abandons many, many other activities, the Navy is serious 
in pressing its position on this. Do you not think the Navy is serious 
when they press their position? 

Mr. Scuiecx. They are no longer pressing their position. The 
letter that I quoted from, which was a Department of Defense press 
release, quoted the Secretary of the Navy as saying that they had 
decided to do away with the ropewalk. 

Mr. Fioop. You are aware the Navy did press its position until 
it was brought to the attention of the Defense Department, and then 
the Navy changed its position. You know that. 

Mr. Scuieck. Yes. 

Mr. Ftoop. Now then, the Navy at one time, until the Depart- 
ment of Defense under the picture pressed its position, vis-a-vis, rope 
manufacturing in Boston; did it not? 

Mr. Scureck. I understand so. 

Mr. Fioop. You understand so? 

Mr. Scureck. I have no line into the Department of Defense. 

Mr. FLoop. We have. That is the fact. We are now presented 
with a set of facts which indicate some reasonable doubt, which is a 
phrase tossed in. There is now reasonable doubt on this one opera- 
tion as to whether or not in the interest of national defense they 
should or should not be continued. We are in an area of doubt. If 
that is true, and I am advised it is, and since you have the interests 
of the national defense at heart, and I am sure you have, and your 
interest, do you not think when a doubt arises the doubt should be 
resolved in favor of the Navy rather than you; that is, if there is a 
reasonable doubt? 

Mr. Scuieck. No, sir. 








122 


Mr. Fioop. You do not? 

Mr. Scuigeck. No, sir. 

Mr. Fioop. That is all. 

Mr. Manon. Thank you very much. 

(The following additional information was submitted for the 
record: ) 

JANUARY 11, 1956. 
Hon. Georce H. Manon, 
Chairman, Department of Defense Subcommittee, 
House Appropriations Committee, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Manon: I have not had an opportunity as yet of examining my 
testimony before your committee on January 10, 1956, but I have a recollection 
of a question asked by one of the gentlemen of the committee having to do with 
rope supplied by the United States private industry meeting Government speci- 
fications. I believe, in response to the question, I stated that I had heard of 
several instances of treated rope being declined by the Government for failure to 
meet specifications, but I had no recollection of hearing of any failure because of 
tensile strength. This is a true statement, but in the interest of being accurate, 
on my return to my office I checked with several members of the industry and 
I find that the failures in treated rope were in connection with the soil burial test. 
This is not considered a true scientific test because its results are capricious and 
unpredictable. On failures of tensile strength I am informed that there have 
been only a few very occasional failures. No more, we believe, in proportion 
PA than would be experienced by the Navy ropewalk in its own operations. 

Mr. Flood of Pennsylvania raised a question, which I believe called for my 
opining as to whether there is more reason for the Navy to be interested in manu- 
facturing rope than in manufacturing coffee. I am sorry that I did not quite 
get the drift of his question at the time it was asked. I would like to state for 
the record at this time that there is no more imporatnt item of supply to the 
Navy than rope. In fact I do not see how you can operate a shipyard or a ship 
with the maximum of safety to the crew and to the ship itself without rope, but 
we maintain that this has nothing to do with the Navy manufacturing types of 
j rope readily available from the private industry. However, the proposition 
might go to support the continuing research program by the Navy in conjunction 
with the industry. Incidentally, as a matter of general interest, in World War II 
the Army used more rope than the Navy did. 

There is enclosed a copy of a letter from Rear Admiral Leggett, which you 
asked me to supply for the record. 

Many thanks again for the kind and considerate attention which you and the 
members of your committee gave me at the hearing. 

Sincerely yours, 
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DeWitt C. Scureck, Secretary. 


Turspay, JANUARY 10, 1956. 
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Disposau or Business FACILITIES 
WITNESS 


LEONARD J. CALHOUN, REPRESENTING THE NATIONAL ASSOCI- 
ATED BUSINESSMEN, INC. 


a ceri een cert leat ia 





Mr. Manon. Will you please identify yourself for the record? 
GENERAL STATEMENT 


Mr. Catuoun. I am Leonard J. Calhoun, representing National 
Associated Businessmen. 

I speak for the members of the association in approval of the 
Defense Department’s proposed disposal of a considerable number of 
business facilities about which the Appropriations Committees have 
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been notified under the terms of section 638 of the current Defense 
Department Appropriations Act. 

Members of our organization are engaged in practically all of the 
activities that have been named by the Defense Department in the four 
lists it has submitted to you. They are taxpayers—up against the 
unfair competition of Government-owned businesses which are not 
taxpayers. 

For more than 20 years, various congressional committees hav e 
from time to time engaged in lengthy investigations of Government’s 
business activities and though they have regularly recommended that 
Government get out of business and stay out, nothing has been done 
about it until the past 2 years 

Now a serious effort is being made to get rid of these competitive 
industrial, commercial, and financial enterprises. A good start has 
been made. The Mississippi Barge Line, which was for many years 
competing with privately owned barge lines, has been sold—and is 
now a taxpayer. The World War II synthetic rubber plants have been 
disposed of at an excellent price. The Virgin Islands Hotel, Blue- 
beard’s Castle, bas been sold. Most of RFC’s loans have been 
liquidated. An alcohol plant at Muscatine, Iowa, has been sold. 
A number of the reserve plants which were taken over by the Defense 
Department during World War II have been disposed of—to very 
great financial advantage, as has been reported by the Hoover Com- 
mission. 

During World War II, Defense Department acquired a large number 
of plants. Some of these have been sold; something like 275 or more 
remain in reserve. The Hoover Commission Task Force on Real 
Property Management recommends that 100 of them, which originally 
cost more than $1.5 billion, also be sold. It says: 

Disposal of these plants would eliminate annual maintenance costs of $30 million 
and return these properties to local tax rolls. 

What is more, in private ownership these facilities pay taxes that 
rather quickly exceed the difference between acquisition costs and 
disposal price—after which the taxes go on and on. 

Seven plants, originally costing almost $132 million and sold for only $42 
million, have to date returned to the publie a total of $142 million—a gain of $10 
million. In addition to this return the Government in effect has had the free use 
of the facilities during the war, except for the cost of maintenance and operation. 
Moreover there has been an annual saving in the cost of ownership which the 
Government has shifted to private enterprise by the sale to industry of these 
properties. 

The Defense Department is now proposing to dispose of still more 
of its competitive business activities. The members of National 
Associated Businessmen favor this for the activities of Army and 
Navy coffee roasting plants, paint factories, cobbler shops, bakeries, 
dry cleaning establishments, tree and garden nurseries, printing plants. 
and others would ne« essarily be transferred to private ly owned 
companies. 

These proposals involve no long-range loss of employment by trans- 
fer from Government ownership of these businesses to private owner- 
ship. Labor, of course, will continue to be necessary and privately 
owned plants would absorb workers now in Government employ- 
ment, The great advantage to Government would appear in pay- 
ment of income tax on the increased earnings of these privately owned 
companies. 
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There is before the Senate Government Operations Committee a 
bill, S. 1003, by Senator McClellan. of Arkansas, which expresses in 
its preamble exactly what we wish to convey to this committee: 

The strength of this Nation rests on the free competitive enterprise economic 
system. The framers of the Constitution of the United States never intended 
that this Government should compete with the people in the carrying on of busi- 
ness activity. This Government is now engaged in more than 100 business-type 
activities in competition with the people. Such Government competition tends 
to destroy initiative on the part of the people and to restrict the normal growth 
and expansion of private enterprise. It removes more and more property from 
local tax bases, seriously threatening the financial integrity and continued exist- 
ence of State and local governments. It further deprives the people of oppor- 
tunities for private employment and enterprise, thereby reducing their ability to 
pay taxes without which the Government cannot exist. It is the declared policy 
of the Congress that the Government shall get out and stay out of business-type 


competition. 

We hope that you will give full approval to the Defense Depart- 
ment’s proposal to dispose of the facilities named in the first four lists. 

Mr. Manon. The Defense Department and Congress apparently 
are making some headway here? 

Mr. Catuoun. Yes. We are also glad of the invitation of this 
committee to express ourselves. We do strongly urge, in the absence 
of compelling circumstances, that this committee act favorably on 
this report. 

Mr. Manon. We thank you very much. 


TuEspAy, JANUARY 10, 1956. 


Navy Paint MANUFACTURING PROGRAM 


WITNESSES 


ROSS SHURTS, ASSISTANT DIRECTOR, SCIENTIFIC SECTION, NA- 
TIONAL PAINT, VARNISH AND LACQUER ASSOCIATION 

LOUIS FISHER, DIRECTOR OF TRADE SALES, NATIONAL PAINT, 
VARNISH AND LACQUER ASSOCIATION 


GENERAL STATEMENT 


Mr. Suepparp. Gentlemen, will you please state your names, your 
addresses, and whom you are representing. 

Mr. Suurts. My name is Ross Shurts. I am assistant director of 
the scientific section of the National Paint, Varnish and Lacquer 
Association. I appear for our president, Gen. Joseph F. Battley, who 
has had a virus attack and is unable to attend. 

The gentleman on my left is Louis Fisher, director of trade sales of 
our association. : 

I have had 25 years’ experience in the manufacture and production 
of paint and am well versed in the problems and cost of manufacture. 
The national association comprises approximately 1,400 members, a 
large majority of whom are owners of small businesses. 

The matter of Government competition with private industry is 
not new. The fact that 46 activities are proposed to be closed is 
due to the insistence of Congress and the cooperation of the Depart- 
ment of Defense. A brief review of the record might be in order. 
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Mr. SHepparD. Are you presenting the entire provision now before 
the committee, or some particular aspect? 

Mr. Suurts. I am presenting it as I have it here. Just from the 
paint aspect for the National Paint Association. 

Mr. SHepparp. Very well. Make your presentation accordingly. 

Mr. SuHurts. In 1932 the Shannon committee, after extensive hear- 
ings, directed that the Navy close its paint plants. At the hearings of 
the Bonner subcommittee in 1952 the suggestion was made by the 
Secretary of the Navy that a study be made of Navy paint operations 
and they would abide by the recommendation. The National 
Security Industrial Association made such a study and recommended 
that the Navy discontinue its paint making operations. 

The Harden subcommittee issued a special report in 1954 on Navy 
paint manufacturing and stated that Navy paint operations should 
cease. The present program has, therefore, been at the insistence of 
Congress. 

The Defense Department issued directives ordering reviews of com- 
mercial type activites. Each activity was studied carefully before any 
recommendation was made and we are confident that the recommenda- 
tions were made in good faith and can be fully justified. 

In 1946 the Navy reduced the items to be manufactured to 21 and 
it was not until the hearings before Congress in 1952 that it was re- 
vealed that 150 items were being manufactured. In May 1953, 
Secretary of the Navy Anderson announced that the number of items 
to be made by the Navy would be reduced to 28 and this is still in 
effect. The Navy Department actually issued an order to phase out 
the paint operations which has been held up since a report of proposed 
closings was submitted to this committee. 

We have contended that the Government should not compete with 
its citizens. In this we have been supported by Congress, the Bureau 
of the Budget, and many other trade associations. On a matter of 
principle there can be no other choice than for the Defense Department 
to encourage industry. 

There is also the economic factor in which some confusion may exist. 
We maintain that it is virtually impossible for Government to arrive 
at actual costs comparable to industry practice. Where competition 
thrives, the Government benefits. A few instances may serve to 
prove this point. 

At the Harden subcommittee hearings, the statement was made by 
a Navy official that their cost of manufacturing antifouling paint was 
$1.95 per gallon. He quoted an industry price of $3.85 per gallon. 
It was only on questioning by a member of the committee that it was 
revealed that the quotation was based on an inquiry for 5 gallons. 
Later, a bid was actually issued and awarded to a paint manufacturer 
for $2.01 a gallon, a figure very close to what Navy claimed their 
cost to be. 

During the hearings in 1952 the Navy submitted cost figures. Our 
association analyzed the production cost of these paint items which 
were listed in the Navy schedule of comparative prices. 

The first of these comparable cases is zinc chromate primer, pro- 
duced at the Norfolk Navy Yard at $2.33 per gallon. Navy invitation 
for bids, B—54175, dated November 6, 1951, for 27,000 gallons of zine 
chromate primer resulted in bids filed by 89 private paint manufac- 
turers. The low bid was $2.05 a gallon. Had this zinc chromate 
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primer been manufactured in the Norfolk Navy Shipyard, it would 
have cost the taxpayers an additional $7,500. 

The Navy, in its report, showed production of zinc chromate primer 
during the period noted amounted to 93,605 gallons. Savings of 
$6,552.23 resulting from this Government manufacture were claimed 
by the Navy. On the basis of a private bid of $2.05 a gallon, it is 
reasonable to assume that private manufacture of zinc chromate 
primer would have saved taxpayers the sum of $26,209.40. 

The second comparable item is outside white paint produced at 
Norfolk Navy Shipyard at a reported cost of $2.12 per gallon. This 
product was purchased from a private paint manufacturer under Navy 
invitation for bids at $2.08 per gallon. 

There are many other instances where industry has produced paints 
for the Navy at very economical figures. Certainly, when all factors 
are taken into account, the saving to the Navy would be tremendous. 

The issue of secret formulas or special products difficult to manu- 
facture has been raised in the past. This has been largely discounted 
when it was shown that the paint industry meets the stringent require- 
ments of the Air Force and Army Ordnance for special coatings 
requiring unusual technical skills. Both of these branches of the 
service purchase paints from industry. The Navy is the only segment 
of the Defense Department which manufactures paint. 

From other sources has arisen the question of employment for men 
in the Navy paint plants. Two years ago, General Battley, associa- 
tion president, wrote to Admiral Leggett, then Chief of the Bureau of 
Ships, offering to place any qualified personnel who so desired, in our 
industry, at comparable positions. That offer still stands and quali- 
fied men employed in the Navy paint plants are assured of positions 
in our growing industry, if they want them. 

Two other offers have been made. One was to assist in the dis- 
position of the Navy paint plant equipment. The other was the 
offering of assistance in developing new and improved paint products 
by placing at the Navy’s disposal the research men and facilities of 
our industry. 

We have strongly urged that the Navy retain its research and 
development program on paint. We know that many new paroducts 
will be developed for the Navy just as we have developed them for 
American industry and consumers. Our cooperation will speed up 
the program and enable the Navy and all branches of the service to 
be assured of constantly improved paint products. 

Our industry has cooperated closely with the Government and all 
branches of the military. We shall continue to do so. We do, 
however, stand firm in the belief that our country’s future depends 
on the free-enterprise system and that competition by Government, 
no matter on what pretext it was established, conflicts with American 
principles. 

You have been submitted 46 activities which the Defense Depart- 
ment plans to discontinue. None of them is essential to the military 
and all would add something to our national welfare if produced by 
industry. Paint is one of the items and for more than two decades 
Congress has urged that the manufacture of paint be discontinued 
by the Navy. The date of accomplishment is not far off and the 
hundreds of manufacturers in virtually every State in the Union 
thank you and the Defense Department for bringing this about. 
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The manufacturers in our industry, men located in each State, 
have sought for many years to end the needless competition by 
Government. We believe that when Government and industry 
operate within their spheres, we can achieve the best from each. 

Thank you, gentlemen, for allowing me to present this. 

Mr. SHepparp. I would naturally take somewhat of a parallel 
position to that which you are taking in your statement relative to 
the Government being in competitive business with industry. How- 
ever, I do not quite agree in my concept, after exposure to procurement 
on the part of the Government, with the statement in the latter part 
of your statement, and I quote: 

* * * no matter on what pretext it was established, conflicts with American 
principles. 

In other words, I think there are undoubtedly many justified 
occasions upon which the Federal Government has been forced to go 
into private business. Apparently, from that statement, you do not 
agree with that. 

Mr. Suurts. Well, we were referring, of course, to the 46 items. 
It may sound like that would include such things as the running of 
the post office and so forth, but we surely do not mean that. 

Mr. SHepparp. You are talking about the 56 items. Just how 
much have you posted yourself on the background of the items, other 
than paint, which are involved, so that you feel justified in making 
such a recommendation? 

Mr. Suurts. I have not posted myself on all of them. I have gone 
into quite a few, but it is true not the whole 46. 

Mr. Suepparp. Then do you feel in your statement you are in com- 
plete sympathy with that recommendation on the whole 56, and that 
that is justifiable to this committee at this time? 

Mr. Suurts. It could be possible. I would have to admit it might 
be a little broad and a little assumption on my part to assume they 
were all in our particular predicament. I am assuming that. 

Mr. Manon. Let me join with Mr. Sheppard. The witness 
reduces his effectiveness when he assumes to testify as to matters 
about which he knows little. 

Mr. SHepparp. You are representing businessmen here. Obviously 
you would not be here if you did not want to represent them to the 
best of your ability. I am frank to say I think you are doing so. 

However, we gentlemen up here are exposed to a pretty wide range 
of operation. I am wondering what attitude you would take as a 
representative of the taxpayers of this country and the Federal 
Government if you found, hypothetically, that the Government found 
itself in a position of paying $6.50 per unit more than it should pay, 
and that it had to pay that until such time as it got an independent 
operator in to reduce the price to a $6 unit basis? What would be 
your reaction there? Would you still take the same position that it 
is a good thing for the Government to get out of business? 

Mr. Suurts. I would have to agree I had overreached my bounds, 
possibly, including everything and making it all-inclusive. There 
may be cases like that. It seems hard to believe in this day of free 
competition and enterprise that there should be such cases, but very 
possibly there are. 
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Mr. SHeprparp. You are a gentleman of mature stature, both in 
age and otherwise, that is indicated. It is not beyond the realm of 
possibility to see industry, unfortunately, apparently have a common 
agreement on price factors to the Federal Government. That is not 
something that does not occur. This committee has been subjected 
to exposures of that character all too frequently. Consequently, 
we feel that there are certain redeeming circumstances connected 
with issues of this character. 

Particularly when it comes to the paint issue here there is an eco- 
nomic aspect connected with it so far as the taxpayer is concerned. 

I am speaking individually. Every member here is fully capable 
and competent of expressing his own views, but so far as I am con- 
cerned I think it is my duty to be pretty careful, when you go into the 
elimination of functions of this character, not to apply a shotgun rule 
of procedure. One case may merit going into private business; and 
private business should be supported to every degree possible; yet at 
the same time it is incumbent upon the Government to protect its 
expenditures equally as well, when it is found there is an idiosyncrasy 
of economy in any field of industry. 

I think you would agree with that in your own business. 

Mr. Suurts. I agree with you. I am sorry I overstepped on those 
46 industries. I do come qualified to speak, it is true, only for the 
paint industry. I think I can answer reasonable questions on the 
economies of that. 

PATENTS 


Mr. SHEPPARD. How long has private industry been in the field of 
producing paint, such as the Navy is presently using under its own 
developed formula? 

Mr. Suurts. That has been only very briefly, that that formula has 
been turned over to industry. It has just been within the last 2 or 3 
years, possibly. The patents and all are still going through. The 
patent rights on those paints are still under discussion. It has been 
turned over to one particular company for producing the paints that 
are not supplied to the Navy on these particular hot plastics and cold 
plastics. Those are the most difficult ones. 

Mr. SHepparp. What do you mean by the patent being under dis- 
cussion? What do you mean by that? Do you mean operationally 
speaking, or on the legality of them? 

Mr. SHurts. It is more of a question between the individual and 
the person, possibly, in the Navy Department, on the patents. It is 
something that does not apply too much to the paint industry, it is 
true. 

Mr. SHepparD. What would be your attitude on operating under a 
Government patent, for example? In your opinion, should the 
Government be reimbursed for its patent investment, by farming it 
out on a unit basis to those who are going to apply it, which is the 
formula generally pursued in the business world when we are utilizing 
the patent of another organization other than our own? What would 
be your attitude on that concept? 

Mr. Suurts. For paint being made by this particular company, 
which has patent rights, for anyone who pays a royalty, if the paint 
is to be sold to the merchant marine in our country or any other 
country, or private ships, they should pay a royalty. 
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Mr. SHepparD. You would take the same attitude if the Govern- 
ment had established its patent rights in the field of production? 
Mr. Suurts. Surely. 


COSTS OF MANUFACTURING PAINT 


Mr. SHEeppARD. I see. I have some figures before me and I would 
like to ask if they may fall within the category of acceptance so far 
as your knowledge pertains, or whether they would not. In other 
words, in the production of the haze gray paint, as it is known in the 
trade, as I understand it the Government reflects a production cost 
of $1.6769 per gallon, and a commercial marketability cost or commer- 
cial cost of $2.07. Would the $2 quotation be within the realm of 
marketability cost today in the paint industry, or not? 

Mr. Suurts. It would be in the range for small bids, but surely 
not for a large bid. 

Mr. SHepparpD. In other words, if you went into a production-line 
operation you feel that that price could be reduced? 

Mr. Suurts. Yes. 

Mr. Suepparp. What would you consider a large bid in gallonage? 

Mr. Suurts. From 10,000 gallons up. 

Mr. SHepparD. From 10,000 up? 

Mr. Suurts. Even 5,000 gallons, where it has been made by the 
companies before. But 10,000 up would cover it. It lets the factory 
begin to get its routine lined up to take care of the production. 

Mr. SHEPPARD. In the vinyl paint, primary formula 11, what is 
your comment pertaining to a commercial cost of $2.12 as against a 
Government cost as reflected here of $1.839? 

Mr. Suurts. $1.839? 

Mr. SHepparpD. Yes; a Government production cost, as against 
$2.12 commercial cost. Does that sound like a comparable figure, or 
not? 

Mr. Suurts. I do not believe that there would be any bids made 
after they once started producing those paints in large quantities, 
where the bid cost would be above the Navy manufacturing cost as 
shown at Norfolk or Mare Island. 

Mr. Suepparp. For your benefit, and I think out of fairness to you, 
I think I should advise you these prices are predicated upon a 1955 
review and taking a total of 1,868,800 gallons of these respective 
paints. These cost figures are acquired from that volume, and I 
think you should know that in your answer, out of fairness. 

Mr. Suurts. They are prices taken from the large bids? It is not 
just an averaging of small bids with large bids? That is what hap- 
pened in some cases before. 

Mr. Suepparp. I do not want to say that, because obviously there 
would be some small bids in there. This is the total covering that 
amount of gallonage, irrespective of the contracts made. 

Mr. Suurts. If you take a small gallonage it goes way high. 

Mr. SHepparpD. Let us consider it on an average basis. That 
would be closer to it. 

Mr. Suurts. If there were included small orders in that $2.12 I 
would say it would be possible to have that type of difference. If 
there were enough small orders thrown in you might get that average. 

Mr. SHepparD. In your gallonage as set forth in this instance, 
462,534 gallons of plastic production, comprised of hot plastics for- 
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mula 15HP, the figure for the Government production is $2.650 as 
against a commercial procurement cost of $2.88. What would be 
your comments as to the comparability of those two figures? 

” Mr. Suurts. I would say on that one in particular that the Navy 
would need to wait until industry has gotten a little bit better adjusted 
for making that as one of the newer materials. I can believe that 
before competition is really strong in that, which I do not think it 
would be at the present time, though it may be, that price might 
be found. 

Mr. Deane. Where is the private industry principally located in 
the country? 

Mr. Suurts. Of course, around the metropolitan territory of 
New York there is a large amount. There is a very large amount 
around Chicago, of course. California surely has plenty of large 
companies at the present time. Detroit and Cleveland are very 
large centers. Then throughout the South we have a large number 
of very active paintmakers. 

Mr. Deans. How many members in your association? 

Mr. Suurts. About 1,400, I believe. 


RESEARCH 


Mr. Deane. Did I understand you to say you look with favor 
upon retaining the Navy facilities for research? 

Mr. Suurts. I think it would be a very sensible thing. It is the 
same with the Army Ordnance up at Aberdeen. 

Mr. Deane. Do you know what it would cost to maintain the 
research program as compared with the present facilities, say, at 
Norfolk or Mare Island? 

Mr. Suurts. What it would cost compared to what the cost is now? 

Mr. Deane. That is right. They are carrying on research now as 
well as manufacturing. 

Mr. Suurts. I do not know what percent of the total it would be. 
Possibly 10 men devoted to research for those 2 plants would be 
sufficient, where they did not have to watch after production. 

Mr. Deane. How many men are now employed at Norfolk; do 
you know? 

Mr. Suurts. I believe 50 or 51 is the last figure I have seen. 

Mr. Deane. I believe earlier testimony indicated something 
around 30. 

Mr. Suurts. Our last report was 51. 

Mr. Deane. Has private industry received any benefit from the 
research of the Navy in their manufacture of products? 

Mr. Suurts. It is true that the hot and cold plastic paints were 
made up. The Navy also is going now from those over to the vinyls. 

Mr. Deane. What has that meant in dollars and cents to private 
industry? 

Mr. Suvrts. In the saving because they were developed? 

Mr. Deane. Yes. 

Mr. Suurts. Well, there is a good possibility if the hot and cold 
plastics drop out and they go more to the vinyls that there would be 
no savings, because industry helped develop the vinyls. 

Mr. Deane. You are then discounting your earlier statement that 
you feel that the research should be carried on. For whose benefit 
would it be? 





ace ml heen i cnn 





ere ee 


ak nn el lr Sa 


ve Ae atlas > oe a I 





131 


Mr. Suurts. If there were Navy men who were working strictly on 
the Navy problem and never had to be taken off it would help. Iam 
thinking of the work being done at Aberdeen for the Army Ordnance, 
and I am thinking of the good work they are able to do there. It is 
valuable. I do not think the same could apply to the Navy. 

Mr. Deane. In other words, you do not look upon the Navy as 
having furnished to private industry any research advantages, yet 
you say you believe they should continue the research program. 

Mr. Suurts. I think something could be gained by their continuing 
and keeping a few men on it and continuing to keep active to find 
out what industry is doing and to direct industry where the need 
would be. 

Mr. Deane. That is all, Mr. Chairman. 

Mr. SHepparp. Mr. Flood? 

Mr. Fioop. Mr. Shurts—I guess you are Mr. Shurts? 

Mr. Suurts. Yes, sir. 


DISCUSSION OF GOVERNMENT COMPETITION IN THE MANUFACTURE OF 
PAINT 
“ 

Mr. Fioop. I look at your last paragraph on page 4, and I want 
you to know that I personally agree—and I am sure every man on 
this committee agrees—with that last paragraph: 

The manufacturers in our industry, men located in each State, have sought for 
many years to end the needless competition by Government. We believe that 
when Government and industry operate within their spheres, we can achieve the 
best from each. 
In that you and I are in agreement, and that was the policy of this 
committee, long before there was a Department of Defense. 

Mr. Suurts. Y es, sir. 

Mr. Fioop. We have been working on that successfully for a long 
time, and have got a lot of Government out of a lot of business. 

However, I would like to approach this from a different angle now. 
We have disposed of most of this entire list, and we are going to get 
Government out of many of these things, but now there are several 
items about which we are not sure. There are several items about 
which there is doubt. 

One of these items is this question of certain paint plants. I do not 
know where, and I do not care where. The Navy does, and so do you. 

I have been advised that there was considerable opposition from 
the Navy paint people to closing these plants, and they so advised 
the Defense people. The Defense people then pointed out to the Navy 
the error of their thinking, which is not infrequent in this town, and 
the Navy, seeing the error of their ways, agreed with the Department 
of Defense. 

That does not impress all of us althogether—that mere fact. It 
does establish to me, however, that there is considerable doubt in 
the minds of the Navy. There is an area of uncertainty as to whether 
or not in the minds of the Navy people this should or should not be 
done. Right or wrong, there is an area of grave doubt. 

Now, if that is so as a fact—and do not take your facts from me— 
and if there is grave doubt and if you are aware of that fact, do you 
think in such a case the doubt should be resolved most favorably in 
behalf of the Navy or in behalf of you? 
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Mr. Suurts. Well, knowing the situation as I do—and I believe I 
know something about how bids are made and how paints are made— 
I think that doubt should be resolved in favor of us, of the paint 
manufacturers. 

Mr. FiLoop. You do? 

Mr. Suurts. Yes, very honestly, being a taxpayer. 

Mr. Fioop. Now, now, now—I have been beat over the head for 
a generation with that one. 

Mr. Suurts. Yes. 

Mr. Fioop. And so have you. 

Mr. Suurts. Yes. 

Mr. Fioop. That is not this point. I am talking about the very 
narrow area of national defense, predicated upon the language of your 
own statement, “‘When in the interest of national defense,” and so 
on and so on. 

Of course you agree—at least if you do not you are the only one 
who has not; and I am sure you do as well, out of an abundance of 
caution and because of your feelings—if there is an area of doubt 
about national defense on any of these things then you certainly are 
not going to insist that private enterprise come first, are you? 

Mr. Suurts. Oh, no. 

Mr. Fioop. Certainly not. 

Mr. Suurts. No. 

Mr. Fioop. And nobody else will. If I am confronted with a set 
of facts in these hearings on this paint thing, or any one of these other 
matters, such as coffee or the ropewalk—and there are only a half 
dozen items here—I have to come to a decision. On the rest we agree 
they are right and we are chasing them out. We are chasing the 
Government out, “Get out of there. It is none of your business. 
It is not necessary or essential.’’ But here there is obviously consider- 
able doubt on the part of the Navy—at least I think there is—about 
this operation of paint, and you are talking about paint. 

When I am confronted with that and the Navy’s position is bona 
fide and sincere and yours is equally bona fide and sincere—and I am 
sure it is. I am not questioning anybody’s bona fideness. When I 
am presented with that fait accompli what do I do? Where do I 
resolve this doubt, since it must be resolved, in favor of the Navy 
people or in favor of you? That is where Iam. What do you want 
me to do on that premise? 

Mr. Fisuer. May I answer that, sir, for you? 

Mr. Fioop. Surely. 

Mr. Fisuer. According to the last figures we have seen of Navy 
production for 1954, I believe it was something like 2 million gallons a 
year. They have made up to as high as 14 million gallons, and when 
they dropped down they were not seriously hurt. They are buying 
those items from industry today. We produced this year 600 million 
gallons of paint of various types. Some are very intricate. None of 
those 28 items the Navy is now making would compare with the many 
thousands in our industry. Why you cannot absorb 2 million in 
600 million, meeting every requirement on color, I do not know. 

Mr. Fioop. I am sure you can. That is not the point. I am sure 
you can make anything they are making. That is not the point here. 
Are you suggesting to me that everything and anything that is made 
any place in the Defense Establishment by anybody in the Navy, 
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civilian or military, must perforce be made by you, because you can 
make it? 

Mr. FisHer. Not necessarily. 

Mr. FLoop. What do you mean, ‘‘Not necessarily’? Let me talk 
about the thing you are talking about, and ‘““Why ain’t that neces- 
sarily so” in this case? 

Mr. FisHer. It is a question of defense requirements and emergency 
and so forth. We have been through that twice. 

Mr. Foon. So far as that is concerned you are out. If it is an 
emergency you are out. You will do your share of the defense effort, 
like you always have. 

Mr. Fisuer. We have been. 

Mr. Fioop. So will the Navy. I am not talking about that. I 
am not questioning your integrity and I have no objection to your 
trying ‘“‘to make a buck.”’ If you can make dollar out of something 
the Navy is unnecessarily doing I hope you make it, too. That is 
not the point. 

I believe there is a serious doubt on some of these items. We had 
one here this morning. I had serious doubt about that, and the coffee 
people removed my doubt. Now, you have not. 

Mr. FisuHer. You say there is doubt? Where? Is it in the Navy 
as to whether they should or should not make paint? 

Mr. Fioop. Yes. 

Mr. Fisuer. That would depend somewhat on where you talk in 
the Navy. I have talked with people in the Navy Department, too. 
We worked with them on the formula. We work with them on 
different types of bidding for particular types of production. It 
depends on where you talk in the Navy. Particularly in the Bureau 
of Ships, active in the manufacture of paint, they would naturally 
want to keep it. If you talk to other levels in the Navy Department 
they say no. It was on that basis that Under Secretary Fogler 
issued the order last vear. 

Mr. Fioop. Do you want all of this? Will you settle for half? 

Mr. Fisuer. We do not think the Navy should be in the paint 
business. 

Mr. Fioop. Well, then, I cannot talk to you. I am sure you 
thought that, or you would not come in. 

Mr. Fisuer. If they can cut down from 150 to 28—— 

Mr. Fioop. In other words, if they can cut down from 150 to 28 
they can cut out the other 28 and get out? 

Mr. Fisuer. Yes, sir; an inefficient operation. 

Mr. Fioop. Do you think there is any more relationship between 
the Navy and paint and the Navy and coffee? I know the Navy is 
pretty hot on coffee, especially if you are on destroyers, or anything 
else. But is there not some remote relationship between the Navy 
and paint? 

Mr. Fisuer. There is a very strong relationship between them. 

Mr. Fioop. Yes. 

Mr. Fisuer. Yes. We do not doubt it. 

Mr. Fioop. Do you not want them to have even a cadre of 100 
different men doing certain limited experiments and production of 
paint in the Navy? 

Mr. Fisuer. Experiments we are in favor of, yes. 
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Mr. Fioop. Will you settle for any bit of production at all, predi- 
cated upon research and development? Will you settle for anything? 
Will you give me 1 gallon of production? 

Mr. FisHer. Can you tell me why I should? 

Mr. Fioop. No. You tell me. I am asking the questions here. 
You want something. I am in a position to give it to you. Now 
show me. 

Mr. Fisher. Do you want me to answer that? 

Mr. Suurts. I would like to bring in a thought, possibly. Accord- 
ing to the last report the Navy is now producing in the navy yards 
possibly 4,000 to 6,000 gallons a day. I believe they cut it down to 
an average of 4,000 maybe at Norfolk and maybe 6,000 gallons a day 
at Mare Island. That is very small production. For just one little 
paint factory in Washington, D. C., that is small. There are many 
paint factories here which can easily produce 4,000 gallons a day. 
They are having to keep the large factory going, with everything, 
and have this very small production. 

That should not be today, when they do not need a lot of paint. 
In times of war approaching, or when we find that we must use a lot, 
then surely maybe they can go to three 8-hour shifts and get out most 
of what they want. Maybe then they would have to open it up to 
industry fast to come help out. Industry has not been making those 
formulations right along, and it takes several weeks to get going. 
That sometimes happens. If they were producing every day right 
straight alone, like for the Army and the Air Force, they would be all 
set up and know the formulations by heart with the know-how to go 
into it fast in time of emergency. That is a very important thing, 
from my standpoint. 

Mr. Fioop. I follow that. You are being sensible. If you are 
here strictly as a matter of principle I can agree with you because I 
agree with you in principle on this thing. I am not talking about 
that. We have tossed out 90 percent of this list on principle. We 
agree with you. 

On this item we are only talking about 3 or 4 things. 

The coffee people sold me a package. I cannot see why your viscera 
are so upset about this thing—that we would put the Navy out of 
the paint business. I do not see that. 

Mr. Suurts. I happen to be a chemical engineer. I was in the 
paint business 30 years before I went to the association 6 years ago. 
I have formulated the bids and bid on many an item to the Army, 
the Navy, and the Air Corps, Coast Guard, and Defense. I know 
how they go. I know on what principle the people bid. The paint 
man often bids on these orders merely enough to cover his raw material 
and labor costs. He will forget about his overhead because he wants 
to get the job and keep his factory going. Perhaps raw materials 
are scarce. He cannot get all he wants from regular trade sales, but 
if he can get the Government business at a low profit he can at least 
keep his men going. 

Mr. Fioop. I know the tobacco sellers in London want the royal 
warrant from the royal duke, but that does not help me here. 


Mr. Suurts. That accounts for the overall costs during the year 


being low. 

Mr. Fioop. It keeps your plants together, your men together, 
and you are willing to run it at a break even and at many times a 
loss? 
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Mr. Suurts. It often happens. That is one of the reasons why 
industry can produce it and will produce it cheaper to the taxpayer 
than will the Navy factory. 

Mr. Fioop. You do not know this, my friend, and it is not fair 
for me to say so, but yesterday the Assistant Secretary of Defense 
said to us very clearly, speaking for the Defense people: 

Economy should not be accepted as a reason for Government operation when 
competitive industry exists which will establish prices. 

You see, with regard to the argument that you just gave me, the 
Secretary of Defense says that is not sufficient. 

Mr. Suurts. Leave that out and permit me to go back to where I 
talk about the need of a lot of material made up in a hurry, and it is 
a good chance the Navy does not have nearly the facilities to do it 
that our huadreds of manufacturers throughout the country have. 
In that way the Navy does not need to carry a surplus in Philadelphia 
to meet the emergency. Paints will settle, deteriorate in value, and 
become obsolete. 

Mr. Fioop. To what extent can they, or should they? 

Mr. Suurts. They should only keep enough to take care of 2 
months or 3 months so that every time a ship goes out from Boston 
they do not have to have a special order made up. I do not know 
what amounts they would want to say. 

Mr. Fioop. I think you are giving me a fair answer. Who do you 
think should decide that, you or the Navy? 

Mr. Suurts. That is surely something for the Navy and the De- 
fense Department, but industry should be asked how long it takes 
them to produce a paint order by the Navy. 

Mr. Fioop. I agree with you. 

Mr. Suurts. They will probably tell them. 

Mr. Fioop. That is why you are here. You were invited here and 
given an opportunity to say this because we are in doubt on this kind 
of an item. On most of the others there is no doubt. 

Mr. Suurts. There is no reason why you should be in doubt on this 
material when industry, private industry, makes it for Army Ordnance, 
the Coast Guard, and the Air Force. For all of the airplanes being 
built, surely it takes the finest quality of paint. ‘The Army Ordnance 
surely requires that for trucks, tanks, and everything else. That is all 
handled satisfactorily and has been right straight along and is every- 
day by private industry dealing directly with Government procure- 
ment. There is no reason why Navy has to be set up down here and 
made separately. 

Mr. Fioop. You do the same thing for the Navy. 

Mr. Suurts. Yes, it is true, but as for as this other half, or 28 items 
they want to continue making, there is no good or legitimate reason 
We cannot see why they should want to keep making those items. 

Mr. FLoop. How many people are involved, if you know offhand? 

Mr. Forp. About 91 in total between the 2 places. 

Mr. WieeLeswortH. One hundred and three. What is the total 
annual production of the industry in gallons? 

Mr. Suurts. About 600 million in gallons. 

Mr. WiecG.teswortH. We were told this morning that with respect 
to the 2 plants which are in question here—and those are al] that 
are in question, as I understand it—there are 103 civilians employed 








| 
{ 


iment cee eee ee 


136 


and their production was about 1,900,000 gallons. Do those figures 
seem reasonable to you? 

Mr. Suurts. I do not know what they claim they are making right 
now. There is some question. 

Mr. WiaecLeswortu. If that is right, what we are talking about is 
one three-hundredths of the total production of the industry. 

Mr. Suurts. That is right. 

Mr. WieeLteswortH. And if your recommendation is approved, 
your industry would benefit to that extent, and that extent only, 
about one-third of 1 percent. 

Mr. Suurts. I have one point that I might bring in here. 

Mr. WieGLeswortu. Is that correct or is it not? 

Mr. Suurts. Yes. 

Mr. WiGGLeswortH. Very well. 

Mr. Suurts. The 600 million is our total production including all 
trade sales. We have a number of companies who specialize in marine 
paints. They are quite a few and their total production is about 
20 million. You see, the 2 million would be about 10 percent of their 
total production. 

Mr. WieeLeswortH. Your position in a word is that you believe 
industry can meet the Navy requirements just as effectively and effi- 
ciently as the Navy can and can do it as economically as the Navy? 

Mr. Suurts. Absolutely; without doubt. 

Mr. Forp. According to your statement, Mr. Shurts, the order of 
former Secretary Anderson indicates 28 products are being made, or 
are allowed to be made by the Navy. 

Mr. Suurts. Yes. 

Mr. Forp. The testimony we have had is to the effect that at Mare 
Island and at Norfolk only three products are being made. Are 
products being made elsewhere in Navy installations? 

Mr. Suurts. No; but I think surely they are making more than 
those three products from the last that we have heard. I have never 
heard it cut down to those three. Iam positive they are making more 
than those three. 

Mr. Forp. All the evidence that we have had here, if my recollection 
is correct, is to the effect that their production is haze gray, vinyl 
pink, primer formula 11, and plastic products, hot plastic formula 
15-HP. 

Mr. Suurts. I think that I must have picked those three out 
because they are large. Haze gray has been one of the large products, 
and the vinyl is coming in as one of the newer ones, and the cold and 
hot plastics are two of the things that have been quite questionable as 
to how soon the paint industry will be able to take them over because 
the Navy did specialize on those and kept it secret for quite a while. 

Mr. Forp. I am informed that those three products constitute 
90 percent of the Navy’s production and 10 percent is in some other 
area. Are any commercial producers now producing haze gray? 

Mr. Suurts. Oh, yes. Three years ago I had reason to attempt to 
make an investigation to find out em much of it was being purchased. 


At that particular time the Navy was not letting out any bids for it. 
Just whether there have been some bids since then I don’t know, but 
I think there have been some—yes. 

Mr. Forp. In other words, the Navy in the case of haze gray, as 
far as you know, has been procuring from commercial producers? 





~ tt pai A 


ee ee bet ee eet 


tw 





ntact eae deren 


Lo am lh ms a aR me naa 


137 


Mr. SHurts. I think we have some. I produced it myself. I have 
bid on and produced that particular period, the No. 5 haze gray. 

Mr. Forp. Primer formula No. 11, is that now being used? 

Mr. Suvurts. That is a newer material. If it has not been produced, 
it easily can be. 

Mr. Woes. How about hot plastic formula 15? 

Mr. Suurts. That is one which until recently has not been released 
to industry. No doubt some orders have been placed. I feel sure 
that some have been placed for it. That is one of the slowest to get 
into because the Navy did hold up everything secretive on it for 
quite a while. 

Mr. Forp. What does the Coast Guard use for their bottoms? 

Mr. Suurts. Well, they possibly use some of the older type paints, 
not the plastic type. There is no reason why the Coast Guard could 
not use the plastic paints. The merchant marine can use it if they 
care to, but what has been used is the other anticorrosive paints. 

The Navy is the one that has kept these things to themselves for 
quite a while. Even if a privately owned boatline wants to use it on 
their boats, they can buy it from this one company. They are the 
licensees for the Navy patent. 

Mr. SHepparD. What is the name of that company? 

Mr. Suurts. The American Marine Paint Co. 

Mr. SHEPPARD. Located where? 

Mr. Suurts. San Francisco. 

Mr. Forp. From a technical point of view would it be desirable for 
the Coast Guard to use this hot plastic formula? 

Mr. Suurts. Possibly not for the Coast Guard. I am not positive 
what kinds of ships they go in for. The Coast Guard at all times send 
their boats quite a ways out and into all kinds of tropical climates 
where the barnacles may be worse. The Coast Guard in some parts 
of the country may need it. 

Mr. Forp. How about the Coast and Geodetic Survey’s ships? 

Mr. Suurts. I doubt it. 

Mr. Forp. They send them all over the world. 

Mr. Suurts. Their boats are probably small enough so they can 
be taken out for repainting and scraping, and it is possibly not the 
type that would be used there. The biggest point about this material 
is that it will last possibly 1 or 2 years without having to pull the boat 
into the dock, whereas the other boats have to be pulled in once or 
twice a year. 

Mr. Forp. Are you familiar with the condition of the plants at both 
Mare Island and Norfolk? 

Mr. Suurts. I have seen a record of the equipment. I have talked 
to the men who have worked at Norfolk, but not at Mare Island. I 
have seen a record of their comparative outputs, and I have an idea 
of what equipment they would have. 

Mr. Forp. Are they modern? 

Mr. Suurts. They have modern equipment. 

Mr. Forp. If Navy goes out of the business of production would it 
be wise to mothball the equipment, or would it be wise for industry 
to purchase it? 

Mr. Suurts. I would be opposed to mothballing. I would say get 
rid of it and have in the paint industry, which could take care of 
them 100 percent. I think the paint industry within 1 or 2 years 
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could easily take over all their equipment without any loss to the 
Government. 

Mr. Forp. About how much has the Navy invested? 

Mr. Suurts. I would say $800,000, maybe $1 million for the 2. 

Mr. SuepparpD. Representing industry, as you do, Mr. Shurts, do 
you know at this time that supposedly one of the members of your 
organization recently visited Norfolk for the purpose of evaluating 
the mechanical devices that were there and to determine whether or 
not there would be some available for procurement purposes? Do 
you know anything about that? 

Mr. Suurts. No; I do not. 

Mr. Manon. Mr. Shurts, you have testified as follows on page 4 
of your statement: 

You have been submitted 46 activities which the Defense Department plans to 
discontinue. None of them is essential to the military, and all would add some- 
thing to our national welfare if produced by industry. 

Do I now understand you to admit that your second sentence there 
was perhaps an overstatement in view of the fact that you are not 
qualified to speak with respect to some of these other items? 

Mr. Suurts. That is correct. I am sorry that I made the state- 
ment. 

Mr. Manon. I think you can understand our position. 

Mr. Suurts. I understand. I did not consider that sentence 
carefully enough. 

Mr. SHepparp. Did you compile this statement yourself, or did 
someone compile it for you and you did not have the time to read it 
before you got up here? 

Mr. Suurts. I read it over. 

Mr. Suepparp. Did you compile it? 

Mr. Suurts. I worked with another one on it. 

Mr. Manon. The words are not your words, in other words? 

Mr. Suurts. A good part of them are. 

Mr. Manon. Which sentence did you actually write. 

Mr. Suurts. The part I started on that appears on page 3, where 
I took up the economies of it. 

Mr. Manon. Did you write page 4? 

Mr. Suurts. Not all. 

Mr. Mauon. Did you write the two sentences that have been com- 
plained about? 

Mr. Suurts. Not the two that have been complained about. It 
depends upon what you mean—write them. You write something 
out and somebody can change it quite a bit. That is the way it is. 

Mr. Suepparp. Thank you very much for your presentation. We 
will take it under consideration with the modifications that I think 
you prefer we consider. 

Mr. Suurts. Thank you very kindly. 
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Tupspay, JANUARY 10, 1956. 
Boston NAVAL SHIPYARD 


WITNESSES 


HON. JOHN McCORMACK, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MASSACHUSETTS 

HON. WILLIAM H. BATES, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MASSACHUSETTS 

HON. EDITH NOURSE ROGERS, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MASSACHUSETTS 

HON. EDWARD P. BOLAND, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MASSACHUSETTS 

HON. LAURENCE CURTIS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MASSACHUSETTS 

JAMES A. CAMPBELL, NATIONAL PRESIDENT OF THE AMERICAN 
FEDERAL GOVERNMENT EMPLOYEES 

KENNETH LYONS, NATIONAL PRESIDENT OF THE FEDERAL EM- 
PLOYEES VETERANS ASSOCIATION 

CHARLES C. O’DONNELL, PRESIDENT OF LODGE 1172, AFGE-AFL 

THOMAS J. RILEY, BUSINESS AGENT INTERNATIONAL BROTHER- 
HOOD BOILERMAKERS, SHIPFITTERS, BLACKSMITHS AND 
WELDERS LOCAL 685, AFL 

JOHN S. GANNON, PRESIDENT LODGE 1088, AFGE-AFL 


Mr. Suererparp. We have with us today a series of our colleagues, 
including our majority leader, Mr. McCormack. I presume you are 
here for the purpose of presenting your interest in some of these 
categories under consideration of this committee? 

Mr. McCormack. That is correct. 

Mr. SHerparpd. Do you care to make a statement individually? 

Mr. McCormack. I ask unanimous consent to have inserted in the 
record at this point a speech that I made on the floor of the House 
5 years ago on the question of the ropewalk at Boston Navy Yard. 

Mr. SnepparD. Without objection the matter will be inserted in 
the record at this point. 

(The remarks referred to are as follows:) 


Tue Boston RoppewaLK—HIstoricaAL LANDMARK AND MopERN DEFENSE 
INSTALLATION 


The Speaker. Under the previous order of the House, the gentlemen from 
Massachusetts [Mr. McCormack] is recognized for 30 minutes. 

Mr. McCormack. Mr. Speaker, between 1824 and 1828 the Navy conducted 
numerous experiments and studies at navy yards and aboard vessels of the United 
States Navy in order to determine the relative value of Russian hemp and manu- 
factured cordage as compared to American-grown water-rotted hemp. On March 
2, 1827, the House of Representatives passed a resolution directing the Secretary 
of the Navy to report its findings from the cordage studies completed or in prog- 
ress. In a letter dated December 20, 1827, the Secretary of the Navy went into 
details on the experiments conducted by the Navy between 1824 and 1827 and 
commented: 

“Cordage of American water-rotted hemp would always be preferred over 
Russian hemp, * * *” 

It is proper to observe that there is no establishment connected with the Navy 
in which hemp is manufactured, and, therefore, it is purchased in its raw state by 
the Department. It will, however, be the interest and policy of the Government 
” make such establishment whenever it is believed that economy will be promoted 
dy it. 
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Subsequent to this, on May 12, 1828, the House of Representatives: 

‘‘Resolved, That the Secretary of the Navy be instructed to prepare and report 
to this House at the commencement of the next session of Congress plans and 
estimates for connecting with two or more of the naval yards of the United States, 
as many establishments for purchasing, water-rotting, and processing for manu- 
facture American hemp and flax; as well as for manufacturing the same into 
cordage and canvas for the use of the Navy, also for purchasing and manufacturing 
cotton for the purpose of aforesaid.”’ 

The Board of Navy Commissioners considered this resolution, and in a letter 
dated October 31, 1828, presented the Secretary of the Navy with its conclusions. 
The Board discounted the establishment of water-rotting facilities for preparing 
hemp and flax fiber as disadvantageous to the improvement of the navy yards on 
the basis that water-rotting hemp and flax created an unhealthy condition. 
However, the Board expressed the opinion that facilities for the manufacture of 
cordage ‘‘ought to be connected with one or more of our navy yards; and additional 
experience has proved that it would be wise and economical to erect them without 
delay.’”’ A single establishment was recommended as sufficient to supply all the 
wants of the Navy. The Board estimated the cost of a brick building 900 feet 
by 35 feet at $15,024.16, plus an additional $18,000 for machinery and hemp house. 

Apparently, no action was taken on the recommendations at that time. The 
matter came up again in the annual report for 1831, wherein the Secretary of 
the Navy indicated the establishment of 2 ropewalks as desirable improvements 
with estimated cost of $140,000. In this report he stated that ‘All observation 
and experience in the Navy show that in nothing does it suffer more at this time 
than from bad cordage. The impositions in the quality of the hemp, in the 
manufacture, and in the tar, are numerous, are difficult of detection, productive 
of injurious delays when detected and when not detected exceedingly hazardous 
to the safety of both crews and vessels. Indeed, the reasons seem more powerful 
in favor of making our own cordage, than of building our own vessels, or manu- 
facturing our own blocks and anchors ” 

A circular dated September 26, 1831, from the Board of Navy Commissioners 
to the commandant, Boston Navy Yard, indicated that the Navy had decided to 
locate one ropewalk at Charlestown—Boston—and the other at Norfolk. 

Still no action was forthcoming and the Secretary of the Navy’s report to 
the President dated November 30, 1833, requested $50,000 with which to con- 
struct a ropewalk at Charlestown Navy Yard. The appropriations for the Navy 
for 1834 provided the requested funds. Subsequent appropriations enabled the 
Navy to complete the ropewalk in 1837. For its time, it was a model manufactur- 
ing plant. Steam-engine power was used instead of the hand-twisting operations 
usually practiced in the commercial ropewalks of that period. Spinning ma- 
chinery, said to be the first of its kind used in this country, was installed to ob- 
viate the hand spinning methods then prevalent. Apparently, no effort was 
spared to make the ropewalk the finest establishment of its kind in the Nation. 

The ropewalk has been in continuous operation since its establishment. It has 
provided valuable service, not only in the production of rope, but also in the re- 
search, development, and test fields. It has studied foreign and domestic sources 
of fiber supplies, characteristics of fibers and other raw materials, cordage manu- 
facture and technology, and specifications. In effect, the ropewalk has been 
actively involved in practically all phases of the Navy’s cordage work. 

Recent research and development work has been centered on the development 
of improved cordage products because of new and critical needs of the services; 
on developing the best possible substitutes for hard fiber, which must be imported 
making it subject to the hazards of ocean shipping in time of emergency; and on 
developing suitable chemical treatments for the prevention of rot. 

Of particular importance to the Navy has been the ropewalk’s participation in 
tests to determine suitable preventative treatment methods to counteract de- 
terioration of hemp products in storage and in actual use. Other research and 
development projects include the development of a suitable cordage structure 
for nylon yarns, evaluation of synthetic fibers, and nylon rope standardization. 

Over the years, the ropewalk has acquired facilities suitable to the accomplish- 
ment of its various tasks. At present it represents an investment of nearly 
$700,000 in buildings and more than $387,000 in machinery and equipment. 

The ropewalk has usually employed, since the 1930’s, between 70 and 80 
employees. ‘These men have produced in the neighborhood of 5 million pounds 
of rope each year in peacetime years since the 1930’s. Most of this rope has 

consisted of hard-fiber products such as manila and sisal cordage. During World 
War II, production rose to a high of 22,300,235 pounds in 1942. In 1953 the 
ropewalk furnished about 38 percent of the Navy’s rope requirements. 
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Mr. Speaker, there has been under consideration for some time an unfortunate 
proposal to close the ropewalk. I have vigorously opposed any such proposal, 
basing my opposition on the arguments which I shall develop herein. And I 
might add that they are compelling arguments. 

However, early this month I received the following letter from Secretary 
Thomas of the Navy: 

DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, February 9, 1956. 
Hon. Jonn W. McCormack, 
House of Representatives, Washington, D. C. 


My Dear Mr. McCormack: I am writing to apprise you of the Navy’s 
decision to terminate the operations at the ropewalk of the Boston Naval Ship- 
yard. 

A careful study of the operations of the ropewalk and the commercial avail- 
ability of its products has been conducted. This study has revealed that there 
are ways of having the rope produced by private industry. It is the Navy’s 
policy to foster free competitive enterprise and to avoid Navy production of 
items which private business firms can furnish except where essential to fulfill 
military requirements. In line with this policy I have therefore decided that the 
ropewalk must be closed. 

I have reached this decision with very great regret. As you know, the rope- 
walk has rendered valuable service to the Navy over a long period of years. 
The many fine and highly competent people employed there have been develop- 
ing and producing excellent rope to meet the Navy’s requirements since the unit 
was first established in 1834. The loss by the Navy of their services and special 
skills will be a very real sacrifice. 

It is estimated that approximately 6 months will be required to finish work in 
process at the ropewalk, conduct a final inventory, and discontinue this opera- 
tion. Facilities and equipment will be preserved in a standby status for possible 
reactivation in the event of a future national emergency. I assure you that 
officials of the Boston Naval Shipyard will cooperate closely with State and local 
authorities in an effort to locate new employment for those personnel whose 
services are terminated. 

With kindest regards, 

Sincerely yours, 
C. S. THomas. 

I immediately transmitted this information to various persons who had a 
definite interest in such a move, including leaders of the labor unions concerned, 
and the Boston Chamber of Commerce. Here is the heart of my message to them: 

“‘T have sad news for you. I have received definite word that the ropewalk at 
the Boston Navy Yard is going to be closed and the announcement will be made 
very shortly. This is done on the highest level, by the President himself, and 
with the Hoover Commission pressuring for it. I want to give you the information 
{ have so you will know and let others know who are interested. The authority 
is on the level of the President himself and the Hoover Commission. I have 
vigorously protested against it. I have personally talked with Secretary Thomas 
of the Navy, protesting against any such action, but unfortunately it is going to 
happen. If they had left it on the legislative level, I know I could block it. I 
blocked it in the last Congress, which was Republican controlled, and I know I 
could block it in this Congress, which is Democratic controlled, but it is going 
to be action by the executive branch.” 

The Boston Daily Globe responded quickly with an editorial directed toward 
preserving the time-honored installation known as the ropewalk: 


[From the Boston Daily Globe of February 11, 1955 


“EMBATTLED ROPEWALK 


“Few New Englanders will applaud the decision of Assistant Naval Secretary 
Charles 8. Thomas closing down the famous ropewalk at the naval shipyard in 
Charlestown. A year ago an attempt to end this important adjunct to the fleet 
drew widespread protests. They would seem to be in order once more. 

“This ropewalk is the only one the Navy possesses. In addition to being an 
old institution, it produces cordage for the fleet at about 25 percent less cost than 
would be the case were its product purchased elsewhere. Also, it employs 100 
skilled men. The decision entails needless expense as well as adding to the prob- 
lem of unemployment in this area. 
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“The ropewalk dates from the days of the whalers when the Navy used far 
more cordage than now; yet our sea fighters still need large quantities of ‘walked 
rope.’ Neither economy nor social realities support the decision. It should be 
rescinded.” 

There are many arguments favorable to the continued operation of the ropewalk 
at Boston. They include the following: 

First. This is the only ropewalk the Navy has, and it supplies most of the Navy 
cables used by the Navy. 

Second. Employees at the ropewalk are among the most skilled ropemakers 
in the United States—specialists in their field—and they are particularly skilled 
in making the cables on which our fighting ships depend for their safety. It 
would be a questionable policy to discharge this important group of workers 
today, when tomorrow they may be vitally needed to defend our country. 

Third. If this team of skilled workers is allowed to be dispersed, it is unlikely 
that its members will ever be brought together again. 

Fourth. It has always been the policy of the Federal Government to maintain 
vitally needed defense organizations. Certainly the ropewalk answers all the 
requirements of an organization which is vitally needed. 

Fifth. The heavy rope made here is used primarily to anchor ships or to tow 
disabled craft. It becomes an item of safety on which the lives of many men 
and our valuable ships must depend in times of emergency. 

The ropewalk enjoys an outstanding record of ropemaking for the Navy. The 
skill of 117 years of experience has gone into these cables and hawsers. The 
Navy knows what it can do with this rope, down to the last pound of strength. 

Sixth. The Federal Government has invested hundreds of thousands of dol- 
lars in the special equipment and machinery in the ropewalk. It would be ex- 
tremely uneconomical for the Government to waste this heavy capital invest- 
ment, for which there is no market. A recent report from the ropewalk indicated 
that various additions and improvements had been made, including various new 
machinery, new lighting, fireproofing and additional fire escapes, new materials- 
handling equipment and methods, and the adoption of new performance methods 
and techniques, and of quality-control testing methods. 

Seventh. One of the important activities at the ropewalk has been that of 
research and development work in connection with cordage. One recent ac- 
complishment was the development of a mildew-resistant. rope. Other research 
is being directed toward the use of nylon, finding a suitable substitite for wool 
grease which became short in supply, and determining the rate of deterioration of 
rope, among other studies. The answers to all of these problems are of great aid 
to the Navy and other elements of the Armed Forces; they are no less valuable 
to the members of the cordage industry. There can be no assurance that all of 
these important research efforts will be continued in the future if the ropewalk 
facility is closed. 

The Greater Boston Chamber of Commerce had previously taken a definite 
stand on the question of closing the ropewalk. This was the chamber’s state- 
ment—letter dated May 26, 1953, from Paul T. Rothwell, president, Greater 
Boston Chamber of Commerce: 

“The Greater Boston Chamber of Commerce is deeply concerned over the 
threatened closing of the ropewalk at the Boston Naval Shipyard. After an ex- 
amination of what appears to be the facts we feel that the discontinuance of this 
operation, and the relegation of the walk’s production to private industry, would 
be uneconomical. ‘The chamber is, of course, in full support of the Government’s 
economy program but it would appear that the proposed closing would be a step 
away from, rather than in the direction of, the program’s goal. 

“We further feel that the workers now employed at the walk, because of the 
highly specialized skills in which they have been trained, would be difficult to 
place in other employment near their present earning capacity which could well 
mean an added burden to the Massachusetts unemployment compensation fund. 

‘‘A third consideration is the special service which the ropewalk now renders to 
the Navy. The research arm of the ropewalk, which because of its close link 
with and understanding of Navy operations, must conceivably perform a service 
that would be difficult for private industry to replace.” 

Those who oppose the operation of the Boston ropewalk have advanced certain 
arguments to support their position. I believe that some of these arguments 
should be examined carefully. First, the claim that closing the rope2walk will 
result in a saving to the Federal Treasury. There is appended hereto a table com- 
paring the ropewalk and commercial prices for rope for various years between 
1931 and 1952. For each year there is shown a net savings to the Federal Gov- 
ernment with the amounts saved ranging from $36,000 in 1931 to the peak of 
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nearly $1,200,000 in 1941. It is admitted that these amounts are not great, but 
what is more significant, they represent net savings over what this rope would 
cost in the open market. Mr. Anthony Tieso, past department commander, 
Disabled American Veterans, stated that the cost of rope produced at the rope- 
walk was 25 percent lower and that produced commercially. 

Another claim is that the industry can supply both the peacetime and wartime 
cordage needs of the military services. However, there has been cited the in- 
stance in 1939 when the Army mobilization requirements led to an acute demand 
for small size tent rope, at which time the Army was forced to turn to the rope- 
walk to help meet this demand. Rope remained in short supply throughout 
World War II, with the main cause cited as being a lack of full utilization of 
capacity rather than a shortage of fiber supply. When a national emergency 
develops such as war, the normal requirements of the Armed Forces multiply 
many times overnight. This applies to cordage demands no less than to muni- 
tions and all other materiels of war. The ropewalk is sensitive to such changes 
in requirements and can gear its operations quickly to meet sharp increases in 
military needs. 

With respect to the maintenance of quality requirements, the records of the 
ropewalk installation indicate that during the period 1951-52, out of 152 samples 
of rope submitted for test, 35 samples had one or more deficiencies. Moreover, 
the files include a number of instances where direct assistance was given to outside 
concerns to help them meet the specification requirements. 

Finally, the industry claims that it is.fully prepared to carry on research and 
development work in connection with cordage. A spokesman for the naval 
facility at Boston has criticized certain research and development efforts of private 
concerns on grounds that they are not industrywide. Such work is costly, and 
he pointed out that only the larger companies are in a position to undertake it 
He observed that where the development of improvements in cordage is concerned, 
the information which a particular company develops is not divulged to com- 
petitors. This practice was contrasted to that of the ropewalk, the policy of 
which is to make the results of its studies available to all. 

Certainly, these points I have just discussed emphasize quite clearly that the 
ropewalk at Boston Navy Yard is important to the Navy, and to the industry as 
well. The philosophy behind the operation of this installation has been well said 
in this statement: 

‘Ropes and cordage are fully as vital in naval operations now as they were 
when the wooden sailing ship Navy plied the seas. The trim fighting ship of the 
modern Navy does not form as obvious a background as the masts with their 
rigging and billowing sails. Yet we who make and use ropes in the Navy know 


that each vessel for its daily work requires hundreds of pounds of ropes for 
berthing, mooring, hoisting, towing; for nets, ladders, liferafts, lifelines, floats 
ete., building up a demand running into millions of pounds annually. Further 


because each operation involves personal safety and the protection of property 
running into huge sums of money, not only must the rope be available for the 
operation, but must be of highest quality to insure against disastrous failure. 
The latter was a basic factor in establishing the ropewalk.” 

Mr. Speaker, the foregoing constitutes an impressive array of arguments 
favoring the continued operation of the ropewalk at Boston Navy Yard More- 
over, in the light of these discussions I can find little or no merit in the arguments 
opposing the facility. Therefore one must inevitably conclude that to keep the 
ropewalk going full force will be to the best interests of all concerned, including in 
large measure the defense of the United States. 


STATEMENT OF REPRESENTATIVE JOHN McecCORMACK 


Mr. McCormack. I think that my remarks will be brief. There 
is involved here the closing of the ropewalk at the Boston Navy Yard, 
which goes back to 1834. This violation of so-called free enterprise 
has certainly been existing for a long while. 

The chain factory goes back to 1800, to the early days of consti- 
tutional government. 

We are prepared to submit evidence which I think ought to satisfy 
any reasonable person that the Department of Defense, and more 
particularly the Navy Department, are—and probably the Secretary 
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of Commerce, Mr. Weeks—in serious error in undertaking to close 
these two necessary activities which are an important element to our 
national defense. 

Now, we have witnesses here who can give the committee first-hand 
information. 

For example, it is only recently in connection with the chain shop at 
the Boston Navy Yard that a contract was awarded, so I am reliably 
informed, to a private company because they did not have the dies to 
do it they borrowed the dies for the navy yard and could not utilize 
them. They had to subcontract to the Boston Navy Yard to do the 
work. If we are going to wipe out the chain shop—where are they 
going to have this done? Furthermore, the only place you can have 
chain made for the Forrestal-type vessel is in the Boston Navy Yard. 
There is no company in the country in a position to bid, so I am 
informed. 

So that is the only place in the country where chains can be made, 
and that is at the Boston Navy Yard, which has this long history of 
trained personnel, efficient work, and low costs. 

And from both of those factories, the ropewalk and the chain shop, 
have come many inventions made by employees. 

Furthermore, I was present at a meeting not so many months ago 
at the Pentagon and there were present some of my colleagues. They 
can speak for themselves. And there was present a committee from 
the Navy Yard, and it was definitely promised that neither of those 
activities would be closed so far as research and development are 
concerned. That statement was definitely made by an assistant to the 
Assistant Secretary of one of the departments. The Assistant Secre- 
tary himself was busy that morning. The one who conducted the 
conference specifically said he had authority to speak for the Assistant 
Secretary. 

Mr. SuepparD. Was that conference with the Navy Secretary or 
the Secretary of Defense? 

Mr. McCormack. It was with the Assistant Secretary of Defense, 
I think, in charge of this activity in the Defense Department. It was 
definitely promised to those present, the members of the delegation,and 
the committee from the navy yard, that under no condition would 
either one of these activities be discontinued for research purposes. 

Mr. WieGLeswortH. Was that Mr. Lanphier? 

Mr. McCormack. Yes. I am glad you asked me because I was 
trying to remember the name of the gentleman. 

With that brief statement on my part, I am satisfied that the evi- 
dence, going back to 1800 in one case and 1834 in the other, and with 
the testimony of my colleagues who are here, and with the firsthand 
evidence of those who are qualified to give the best evidence from their 
own experience and knowledge, I sincerely hope the committee will 
not approve the proposed plan and will express its disapproval of the 
plan. I am not passing on other activities involved, but as far as 
the chain shop and the ropewalk are concerned, I am. Place the 
responsibility directly upon the Department of Defense, if they want 
to undertake to do this. This committee has no power to reject, but 
you have the power to express your disapproval in whole or in part of 
the action proposed by the Department of Defense. That is my under- 
standing, and J hope my understanding is correct. That is my under- 
standing of the Sikes amendment which I had a little hand in, not only 
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incorporating it in the bill, but also in trying to keep it in the bill when 
the appropriation bill was before the House. 

Mr. SHEPPARD. Would you mind taking the responsibility of pre- 
senting the witnesses in turn. 

Mr. McCormack. Mr. Bates. 


STATEMENT OF REPRESENTATIVE WILLIAM H. BATES 


Mr. Bates. Mr. Chairman and members of the committee, I was 
just notified about this meeting at 12:30 today. I would like to say 
in passing that in coming over here I talked to our colleague, Mr. 
Hardy of Virginia, who told me in the course of his remarks on paint 
he spoke a good word for the ropewalk and the chain shop in Boston. 
I told him that I would reciprocate while I am talking here now. 

I think it is easy for us to agree on the broad general axiom of taking 
the Government out of business. But it is important and necessary 
for us to get down to specific cases, and that is the reason this com- 
mittee is sitting here today. 

I think that the ropewalk and the chain shop in Massachusetts have 
borne the test of time. As Mr. McCormack mentioned, since 1801 in 
the case of the chain shop and 1834 in the case of the ropewalk these 
two have been in continuous operation, through wartime, peacetime, 
and depressions. It has been a part of the Navy as much as the Capi- 
tol Building here has been a part of Washington, perhaps even more 
so because they were completed much before that time. 

We have a capital investment there. As I understand, the Secre- 
tary of the Navy intends to put this in mothballs so it means that the 
productive capacity and investment that we have here will serve 
no purpose until the event of war. I do not know at that time if we 
will have trained people to manufacture the rope and the chain when 
we need them. 

Only recently we put a large press in there, the only one in the 
country of that particular type. 

Mr. SHepparpD. Is that the mechanical device referred to by Con- 
gressman McCormack whereby the subcontractor had to borrow some 
of the mechanical devices in order to function? 

Mr. Bates. I do not know but have technical advisers here who can 
answer your question. I have seen the particular press. It is huge, 
from the floor to the ceiling. It is tremendously expensive. I think 
that we have a responsibility, also Mr. Chairman, if I may say so, 
toward the employees who work there. All people like to look for- 
ward to some sort of security in their lives. Members of Congress 
even have their retirement system. 

Mr. Bates. The point that I want to make is this, that the people 
who are employed there have worked there for a good many years and 
when they went into it they realized that it dated back to 1834. This 
is no Johnny-come-lately business that mushroomed through the 
Korean war, World War II, or even World War I. It goes back to 
the last century. So we have that investment. We have the trained 
personnel. 

From the statement of the Secretary of the Navy it is expected these 
will become operative during periods of war. So I ask your sub- 
committee to recommend to the full committee that these two opera- 
tions be continued so we will have these facilities in operation if an 
emergency should occur. 
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I was at that meeting over in the Pentagon with Mr. McCormack and 
the others in the delegation when we were assured that the research 
aspect would be continued in these two operations. I hope that the 
committee will see fit——— 

Mr. SuepparD. Would you consider that there was an incompati- 
bility of concept upon the part of the Secretary of Defense when he 
said that we want to issue contracts to X corporation and keep them 
in standby for an emergency, and should not the same philosophy 
apply to the ropewalk and the chain- production facilities? 

Mr. Bares. If we are going to use them during period of war we 
must have the people who know how to operate them and during 
periods of war it is difficult to get trained people. That is the issue 
we are going tofacein this. I agree with your statement. 

Mr. Forp. How many of the 42 people in the chain shop and the 78 
in the ropewalk are involved in research? 

Mr. Barrs. Seventy-five, somewhere in that area. I think if you 
will defer the technical questions you will get them answered. We 
have representatives who work there who can provide you with much 
more accurate information than I. 

Mr. McCormack, I know Congressman Bates has in mind that 
these are special skills. You cannot pick men out of the air and put 
them in there. They have a school for training the men in the dies 
alone. The ropewalk is a highly specialized activity. There are very 
few that can really do either one of them. 

Mr. Mauon. As I see it, Mr. McCormack, there is no need for other 
witnesses to repeat precisely what you have said and what Mr. Bates 
has said if you all agree to the same thing. I assume that the other 
members here are in agreement with what has been said and they 
would only give us additional testimony that might be helpful to us. 

Mr. McCormack. Knowing that they are more capable than I, I 
think they might have some extra thoughts of their own. 

Mr. Sueprparp. Thank you very much, Mr. Bates. 

Mr. McCormack. Our next witness is Mrs. Rogers 


STATEMENT OF REPRESENTATIVE EDITH NOURSE ROGERS 


Mrs. Rocers. I do not want to take up the time of the committee 
because I think I will do a better job if I do not. 

Mr. Chairman, I think you know of my interest in the chain shop 
and the ropewalk and the navy yards and the arsenals. I spoke for 
the Sikes amendment, and I think it is good legislation. 

I am sure that you realize, you with your navy yard in California, 
and the rest of you with your navy yards and arsenals, what it means 
to scrap a vital industry. You do not get the men back if they dis- 
perse; you do not get the skills back. 

I also want to speak for the interests of the workers who have 
spent years and years in training and production and have contributed 
so much to winning our past wars. It is vital that we keep the 
ropewalk and the chain shop and other activities. 

Speaking of the Navy yards, and to all of you who are interested 
in national defense, I believe it is important to keep the skills at our 
arsenals. Also I am not too happy over the international situation. 
Nobody knows when these skills will be very valuable to us in an 
urgent emergency. 
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T thank you very much. 

Mr. SHEPPARD. I may say to the gentlewoman from Massachusetts 
that she has over a period of years been very much interested in the 
continuity of procedures presently under discussion. She has not 
confined her interest to these projects that we are presently addressing 
ourselves to; however, she has been very much interested in the 
program generally and I would like to pay her this compliment— 
you always approach your discussions with me that have had anything 
to do with Navy operations upon the premise of a lack of sentiment 
as compared with the more practical economic approach to the thing. 
I want to compliment you accordingly. Your presentation has been 
very well presented here. I know in making the statement you are 
making it out of the serious consideration of the national welfare. 

Mrs. Rocers. I appreciate that very much. No one knows more 
about the national defense or worked harder in it over the years 
than you. I think some of the problems we have today are results 
of the Department of Defense having become so large that the right 
hand does not know what the left hand is doing. 

Mr. SHepparD. Mr. McCormack, you may present your next 
witness. 


Mr. McCormack. Mr. Boland. 
STATEMENT OF REPRESENTATIVE EDWARD P. BOLAND 


Mr. Botanp. I do not want to take the time of this committee 
only to associate myself with what my colleagues have said, and also 
to record my colleague, Congressman O'Neill, of Boston, in favor of 
asking this committee to rec ‘ommend to the full committee disapproval 
of the decisions of the Department of Defense to close particular 
installations. 

May I just add, in emphasizing what Congressman McCormack 
has just said, that the operations of the ropewalk and chain forging 
have been in the Boston Navy Yard since 1801 and 1800. In the 
case of the ropewalk, this year marks its 121st anniversary. Rope 
making and chain forging over a long period of years have become an 
integral part of the Department of the Navy. The skill, knowledge, 
and efficiency of the civilian employees in these operations have 
contributed much to the national defense. These employees have 
labored through the so-called period of rugged individualism and the 
heights of free competitive enterprise. It is no answer to tell them 
now, after years of service, that their operations disrupt the com- 
petitive system. In my judgment, it is a ridiculous policy. It is 
one that can be carried and is being carried to excess. It gives 
concern to any area wherein any kind of Government work is being 
done. 

That is borne out by the letter that the Secretary of the Navy has 
sent to the Members of Congress, the Appropriations Committee, in 
relation to this bill. 

He said: 

It is the Navy’s policy to foster free competitive enterprise and to avoid Navy 
production of items which private business firms can furnish except where essential 
to fulfill military requirements. 
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In the long run, private business can furnish anything the United 
States Government wants. He ways: 

The many fine and highly competent people employed there have been developed 
in producing excellent rope to meet the Navy’s requirements since the unit was 
first established in 1834. The loss by the Navy of their services and special skills 
will be a very real sacrifice. 

Of course, the way to maintain their special skills and their services 
is to make sure that the ropewalk is continued, and also the chain- 
forging shop. 

I thank you very much. 

Mr. SHEPPARD. You may introduce your next witness. 

Mr. McCormack. Mr. Curtis. 


STATEMENT OF REPRESENTATIVE LAURENCE CURTIS 


Mr. Curtis. Mr. Chairman and members of the committee, I join 
in associating myself with my colleagues in what has been said. 
In my approach to the problem I should like to emphasize the duty 
of our Government to provide continuity of employment to people 
who have given a good part of their lives to honorable Government 
service. We are a little sensitive on this subject around Boston. We 
are faced with a cutback of 727 men in the Boston Naval Shipyard 
between now and next June. 

In the Veterans’ Administration, in my opinion, because of a 
failure to live up to a budget reduction as the year went through, 
they were faced toward the close of the year with insufficient funds, 
and a number of doctors and other employees received notices there 
was going to be a reduction in force. This was not because there 
was any less work to do, but because the money was not there. 

Here in the ropewalk is another example where men with special 
skills are going to have to walk the streets looking for work. 

I submit to this committee that it is the duty of a Government 
department, if it is recommending to you discontinuance of a Govern- 
ment operation, as part of that plan to provide how the employees 
are going to be taken care of—through attrition, or transfer to some 
other Federal work. If such a plan is not submitted along with the 
recommendation for discontinuance, I think it ought to be denied by 
this committee. 

Mr. Suepparp. Let me ask the gentleman ‘this question: If my 
memory serves me correctly, we have had a legal situation prevailing 
in Government wherein the Office of the Secretary of Defense has 
permission to award contracts in distressed areas, and would it not 
perhaps be as well if they were a little more foresighted and obviated 
doing something like that by not closing down an operation of this 
character? Would that be consistent with your thinking? 

Mr. Curtis. I think the point is well taken. May I just add this 
is not a reduction. This is a termination of something that has been 
going on since 1834 in the case of the ropewalk ant longer in the 
other case. There is a great deal of interest in that work in the 
district that we represent, and that is why we are here today to consult 
with you. 

Mr. Foon. I would like to add this observation in connection with 
the necessity of maintaining skilled and experienced producers. 
There is an old saying in the coal fields that you cannot mine coal 
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with bayonets, that you have to have miners. And you cannot 
make these things you people want to make up there unless these 
skills are maintained. 

Mr. Curtis. That is well put, Mr. Flood. I agree entirely with 
what you have said. 


CHANGE IN POSITION OF THE NAVY 


Mr. Deane. I wonder if Mr. Curtis, or any of the others, could 
give any reason why the Navy came out so strongly in favor of the 
maintenance of this facility and then backed up and changed its 
viewpoint. 

Mr. SHepparpD. I think perhaps I can answer that. You may be 
able to anwer it better than I. I would say to my friend who has 
propounded the question that there is certain rank protocol that per- 
tains in military functions, and when the Office of the Secretary of 
Defense makes up its mind, then all the lower echelons must follow 
the pattern, or someone is in trouble. So if the Navy changed its 
mind, and it has, according to former presentations to this committee, 
then I can only draw the conclusion that they have changed it because 
they have been told to do so. Were you here the other day when the 
lieutenant commander made his statement? 

Mr. Deane. I heard that, and the reason that I propounded the 
question was in view of the fact that these men or most of them, were 
present here and had assurance from the key witness for the Defense 
Department on yesterday when he was advocating the position taken 
by the Defense Department. 

Mr. SHepparpD. May I clarify that. I am under the impression 
that their testimony was to the effect that insofar as research and 
development was concerned it was not their desire to close that down, 
but I did not know that that declaration pertained to the ropewalk 
and chain functions. They did have reservations in the paint field. 

Mr. Deane. In other words, from what you have said, the Navy 
is undecided on what to do so far as the continuation of this particular 
project is concerned. 

Mr. SHepparp. Are you referring to the Secretary of the Navy, or 
the people down below? 

Mr. Deane. The people who do the work and who are in a position 
to know what this particular facility has been able to do. 

Mr. SHepparp. I understand we have some witnesses here who are 
from that field or function. I think that they can clear that up much 
better than I. 

Mr. Fioop. I think what my friend had in mind was that he 
wanted to know why the Navy would change its mind once they had 
established their position in favor. We know that there is a motion 
picture downtown about Billy Mitchell that has a lot to do with 
that kind of thing. 

Mr. Deane. Here is a bipartisan congressional group from a great 
State involved in a facility in which there is a tremendous amount of 
interest. I think it is significant and I want to commend them. 

Mr. SHepparp. Thank you very much. 
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STATEMENT OF JAMES A. CAMPBELL 


Mr. McCormack. The next witness is Mr. James A. Campbell, 
national president of the American Federal Government Employees. 

Mr. WiaGieswortH. Mr. Chairman, the matter of research and 
development has been referred to. I think it would be helpful to this 
committee if Mr. Campbell, or some one else, would speak briefly as 
to the value of the work from that standpoint. 

Mr. Campsetu. Mr. Chairman, other witnesses here have factual 
information to provide the committee. I want to express my appre- 
ciation of the opportunity to appear here. It seems to me that this 
whole question revolves around two basic elements. One is the ques- 
tion, and I think it rises above all others, and that is the element of 
readiness of our Defense Establishment for action in any emergency. 
That is the No. 1 consideration, it seems to me. The secondary 
consideration is the commercial feasibility of the manufacture of 
many of the products, not only these two that we are talking about 
today, but many of the products that are required by the Defense 
Department which are highly specialized to the need of it and are not 
in demand in any commercial pursuit. Naturally then, the commer- 
cial establishments do not have the equipment that is necessary to 
make these particular products in the manner and in the quality that 
they are required by the national defense. I think that those are the 
two main points. I do not want to take the time of the committee 
with generalizations. I believe these other witnesses here have factual 
information which will be of value to the committee. 

Thank you very much for the brevity and the thoughts that you 
have conveyed. 

STATEMENT OF KENNETH LYONS 


Mr. McCormack. Our next witness is Mr. Kenneth Lyons, national 
ae. of the Federal Employees Veterans Association. 
gt Mr. Lyons. I would like to have the right to present a brief to the 
committee tomorrow. I did not arrive until late today. However, 
there is not too much I can say about the ropewalk. I believe that 
most of you gentlemen have heard about it in previous testimony from 
the master of the ropewalk, Mr. Himmelfarb. 

I think the Navy Department is very fortunate indeed in having 
the head of its ropewalk and the manufacture of cordage a gentleman 
who is a graduate of MIT, and a gentleman that runs the ropewalk at 
the Boston Naval Shipyard. At the present the ropewalk employs 
some 77 employees. Now, through attrition, about 5 of the oldtime 
employees with 20 or 25 years of service were given other jobs at the 
Boston Naval Shipy: se Now, the closest they could come to any 
type of a particular job would be that in the textile industry, which 
of course in Massachusetts is just about out of the picture. 

So they did find jobs for them at the shipyard as laborers with a great 
reduction in pay. These mechanics who had spent the majority of 
their life making cordage are now working as janitors in the shipyard. 

We have one of the finest research and development laboratories in 
the country on rope. We make at the Boston Naval Shipyard a 
very small percentage of the cordage in comparison to private enter- 
prise. I believe the Navy in the past, and at the present time, has 
gained much by getting the stronger types of cordage from their 
laboratories at Boston. It is a very important factor to naval vessels. 
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The other shop, of course, is the chain shop, which is the oldest 
shop at the Boston Naval Shipyard. 

Now, the chain shop during World War II could not hire or find in 
the market any experienced trained chainmakers. They just did not 
have any. It took 3 to 5 years to train people in the making of chains. 

Now, in your research and development laboratory in chain at the 
shipyard, of course it is no secret that they made the first die-lock 
chain. ‘Today the chain shops can make anything from a needle to a 
360-pound link for the Forrestal type carrier. 

At present we are awarding contracts to private industry who 
cannot fulfill all of the contract, and in turn is subcontracting this to 
our chain shop at the Boston Naval Yard. I believe you gentlemen 
realize what that means. It means the prime contractor is making 
money on Uncle Sam’s production methods. It is a known fact there 
is not another private manufacturer in the country that can make 
chain for your Forrestal type carrier. 

Mr. SHEepparD. That is a very handy way of subsidizing someone? 

Mr. Lyons. It most certainly is. It is a known fact that the 
Boston Naval Shipyard has the heaviest drop- forge hammers for the 
making of chain for your Forrestal type carriers. 

Mr. Manon. Is there any commercial requirement for this type 
chain other than for defense? 

Mr. Lyons. No, there is not, not for your Forrestal type link. We 
are the only yard that can make that ae the only yard that has the 
facilities for making it. 

Mr. Manon. Would it be practical for industry to tool up for that 
sort of an operation? 

Mr. Lyons. I do not think that it would. The Navy invested 
over the past 3 years about $1 million in setting in Ae machinery at 
the shipyard to make that type chain. It took over a year to get the 
forges placed in the yard after they dug quite a deep hole, poured 
cement and had pilings set in. 

I think another important phase of the chain shop at the yard is 
the fact that the average chainmaker, of which we have 80 at the 
shipyard, has 174 years service in the Government in the making of 
chains. 

Mr. Manon. Does not industry make chains for ships like the 
United States, the Queen Mary, and so forth? 

Mr. Lyons. Not of the heavy type links that the shipyard can put 
out. The shipyard chain shop has made about 80 to 90 percent of 
the chains for the Navy. It is the smaller links that have been made 
by the private manufacturers. 

I think another important phase of your chainmaking business is 
the fact that in your comparison of your chainmaking at the Boston 
Naval Shipyard with that of the private manufacturers, with the 
X-ray equipment we have at the shipyard, and with the types of steel 
and the work that is performed, our chain will stand up almost 2 to 1 
against that of private manufacture because of the X-ray develop- 
ment we have in the shipyards. 

Mr. SuHepparp. You can X-ray for the purpose of determining the 
solidity of the formative material that goes into the link? 

Mr. Lyons. Yes. 

Mr. SuepparD. And eliminate any flaws, or what is commonly 
known as gas pockets, or extraneous ingre \dients that might be a part 
of the structure? 
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Mr. Lyons. That is correct. 

Of course, by order the chain shop is giving contracts to private 
manufacturers of chain at a cost to the Boston Naval Shipyard of 
about $500,000 a year. If this is discontinued, the employees of 
the chain shop which currently employs about 80, will be cut down 
within the next 3 months to 40. I think that is very dangerous for 
this reason: In about another year they will be wanting more chain 
for your Forrestal type carriers. It is not always in pricess. If you 
are going to lay off the majority of your employees there, I doubt if 
you can hire them back again when you need them. You are going 
to be making your heavier-type carriers over the next 5 or 7 years. 

Mr. Fioop. It would occur to me that private industry and pri- 
vate enterprise must have profited down through the generations 
through the research and development of your shop. 

Mr. Lyons. That is definitely so. The dielock chain was invented 
at the Boston Naval Shipyard and that is about the strongest linkage 
you can have. It was invented by a man there and it was turned 
over to private industry. That is used now on all naval and private 
vessels. 

Mr. WiccLeswortH. Mr. Lyons, how many people are at pre-ent 
employed in the two operations? 

Mr. Lyons. Twenty-seven at the ropewalk and eighty at the chain 
shop, but it is contemplated within the next 3 months that the chain 
shop will be reduced to about 40 employees. 

Mr. WieeLteswortH. That gives a total of 107 for the 2 facilities. 
How many are required for research and development activities? 

Mr. Lyons. I do not think that you can connect research and 
development exactly. For instance, you have to have some produc- 
tion along with research and development because in order to get your 
prototype, or your pilot models you have to have some production 
going on with the research and development. It would average about 
one-third in each in research and development; about 15 to 18 on 
research and development on the ropewalk and on chain I would say 
about 20 to 25. Of course that is not withstanding the fact there is 
not a private manufacturer in the country that can make your 360- 
pound link for your Forrestal-type carrier. 

Mr. WiacGLteswortu. [ understand. Thank you very much. 

Mr. OstertaG. May I ask the gentleman a question at this point: 
I think that we ought to get the record straight on this matter of 
employment. The Defense Department figures indicate 42 civilian 
employees in chain manufacture, during the period of analysis. What 
do they mean? That does not coincide with the figures that you just 
gave tous. You gave 78 as being the number employed in the chain 

lant. 
: Mr. Lyons. I gave it at 80. That was a check that I made last 
Friday with the master. I asked him how many employees he had 
there and he said 80. It is to be reduced to 40. 

Mr. OstertaG. The data that we have before us from the Defense 
Department shows 42, and in the ropewalk it shows 78. 

Mr. Lyons. I checked with the master of the ropewalk last Thurs- 
day and he said it was 27. I understand that it is 29. These are 
figures I am giving you as of Friday last week. 

Mr. Manon. Do you not think the figures can be reconciled? The 
other figures were older figures. 








Dees Ve ssid cin ii 








153 


Mr. Lyons. These were figures as of Friday of last week. 

Mr. Manon. Are they gradually tapering off these employees with 
the idea of closing; is that the point? 

Mr. Lyons. That definitely was the plan on the ropewalk, and as 
far as chain is concerned, quite a number of contracts have already 
left the shipyard with more going out. 

The present plan is to reduce the chain shop to about 40 employees 
within the next 3 months. 

Mr. Fioop. Why? 

Mr. Lyons. Because of the loss of contracts to private industry? 

Mr. Fxioop. It is not an affirmative action on your part? 

Mr. Lyons. Definitely not. 

Mr. Fioop. I would still like to know the answer to the question 
of the gentleman from New York—why does the Navy send us a 
set of figures like that in complete disagreement with those from the 
men on the job and from men who know the figures. 

Mr. OstertacG. These figures have been supplied by the Defense 
and not the Navy. 

Mr. Foon. I would like to know where they came from. I would 
like you to ask the Defense people why. 

Mr. Maxon. I will ask the clerk 4 get the Defense Department 
to reconcile the figures and at least give us the date when the figures 
were compiled. Mr. Lanphier will be here in the morning. 

Mr. McCormack. I would like you to ask Mr. Lanphier if he did 
not make an agreement with us on research. There were several 
members of the delegation present and he said that he had authority 
to 2 eak for Assistant Secretary Pike. 

The next witness is Mr. Charles C. O’Donnell, the president of the 
Boston Naval Shipyard Betterment Association, which represents 32 
organizations at the yard. They have a central organization. Mr. 
O’ Donnell. 

Mr. Ostertac. Do you mean labor organizations? 

Mr. McCormack. Please explain that for the Congressman, Mr. 
O’Donnell. 

STATEMENT OF MR. CHARLES C. 0’DONNELL 


Mr. O’Donnetu. Mr. Chairman, we have a brief we would like to 
file here, but we would like to say a few words relative to the closing 
of the ropewalk and the chain shop. 

Mr. McCormack. Will you please answer the question of the 
gentleman from New York about the 32 organizations. 

Mr. O’DonneE tu. The Boston Naval Shipyard Betterment Associa- 
tion consists of 32 united organizations, including union organizations, 
veterans’ groups, and some fraternal organizations. 

Mr. Manon. Employees of the shipyards? 

Mr. O’Donnett. That is right. They are registered and recognized 
by the Navy as an organization operating in the shipyard. 

Mr. Ostrertac. Thirty-two organizations representing forty-two 
men? 

Mr. O’Donnetu. No. This organization, the Boston Naval Ship- 
yard Betterment Association, which I represent, is composed of 32 
organizations. 

fr. Manon. How many people are employed now at the Boston 
Naval Shipyard, approximately? 
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Mr. O’DonneE LL. I could best answer that in this way: Prior to a 
meeting that we had with our congressional delegation on the 17th of 
November the ceiling of the Boston Naval Shipyard at that time was 
10,677 on board. Now the ceiling contemplated for June 30, 1956, 
which will include all the layoff, will be 9,950. That means that 727 
men are to go. Dol answer it all right that way? 

Mr. Manon. Yes. 

Mr. O’Donnetui. Thank you. 

Mr. Manon. I would like to say at least for myself I recognize 
that there must be some fluctuation in private industry employment 
and some fluctuation in business. I do not look with disfavor upon 
reducing Government personnel in shipyards or elsewhere if such is 
in the interest of national defense. I think we must not overlook 
the human element, and we do not want to plow under our people, 
but if we can run the Government more efficiently by reducing per- 
sonnel I think we cannot keep personnel in jobs just because the people 
would like to have the jobs. 

Mr. O’DonnE LL. I think we all agree to that. 

Mr. Manon. I am glad you do. 

Mr. O’DonneE.L. I think we all agree to that, and we do not 
advocate holding people on a job just simply because they have been 
there a long time. 

Mr. Manon. Yes. 

Mr. O’DonnELL. But we do, Mr. Chairman, protest against the 
closing of the Boston Naval Shipyard ropewalk on the ground that 
it is a competitor of free enterprise. I want to say we believe in free 
enterprise, but we do not believe that the Boston ropewalk is in com- 
petition with free enterprise. We believe that it is a part of the 
Navy just as necessary as the gun that fires the projectile on a combat 
ship. 

Now, it is not the gun that does the damage; it is the projectile. 
Without the warhead in that nothing could be accomplished even if 
the target were hit. All of these are contributory toward the one 
objective, and that is to service the fleet. The ropewalk not only 
experiments on rope as to its quality and as to its breaking point and 
the chemical analysis of it, but they have to manufacture to know 
exactly what the Navy needs. 

We have the Constitution tied up at our wharf. That was a great 
ship in its day and did marvelous work. Had the Navy stopped 
right there and not had research and development we would not have 
great carriers today like the Forrestal and like the Big Mo and such 
ships as those. It has been a case of going along and expanding 
through experiment on what is best needed for the protection of our 
country. 

Mr. Manon. Your point is that a good job has been done in the past 
with this particular manufacturing operation and rope manufacturing 
operation, and there is every reason to believe if you go on with this 
program other good things will come in research and development and 
various improvements. 

Mr. O’DonneE LL. Yes, sir. I would like to add to that that the 
statistics show that 50 percent of the rope that is used in the country 
today is coming in from European countries. If that is correct—and 
we have every right to believe that is correct—then why should we 
inactivate the ropewalk and try to put that away in cold storage 





155 


waiting for some time when we might be in serious trouble to open up 
and reactivate the plant? 

If at the present time the American Cordage Co. does not manufac- 
ture enough to supply the immediate needs of the country and has to 
depend on European countries to contribute to the rope needed in 
this country, by what stretch of the imagination do they figure in a 
time of emergency we will get by, when probably we might not be 
able to buy rope from these European countries we are buying from 
now? 

Mr. Manon. I think you should check your figures and check your 
statement before this is put in final form, because I think you will 
find that about 100 million pounds of rope, or maybe 105 million or 
107 million pounds of rope are required in this country each year. I 
believe that the private industry produces about 90 million pounds of 
this rope. The Boston ropewalk produces about 5 million pounds, 
and then there are maybe 8 million pounds imported. 

If you go into the business of twine and hard fibers and binder 
twine, like’ you use on the farms to tie up your hay or something, you 
get into an even larger field of production and a iarger percentage of 
imports. But I think you are in error when you say that we import 
vast quantities of rope. We get about 5 million or 6 million pounds 
of rope from the Philippines, “and then we get a little elsewhere. I 
think you have overstated your case; but your point to a lesser degree 
is applicable, I think. 

Mr. O’DonnELL. I am quoting the statement by the manufacturers 
themselves and their research institute, where they were testifying 
before the committee right here in Washington. 

Mr. Manon. A man testified on that today. I happen to have 
kept up with those things over the years fairly well. The testimony 
will be available to Mr. McCormack and the members of the delega- 
tion. I think there is some error there. Maybe we are talking about 
different things. 

Mr. O’DonneE tu. Probably so. 

Mr. Manon. Please just check your figures. 

Mr. O’DonnELL. Yes, sir. 

There was a question about the men transferring over to other jobs. 
I do not want to rehash what has been said, but you can readily see a 
mechanic getting a certain wage, with the cost of living today, when 
he is doing the best he can to bring his family up. 

Mr. Manon. That is a good point, but if the Government no longer 
needs the man, even though we do not want to plow the man unde Tr, 
to me that is not the most compelling point. If the thing is needed 
let us have it. If it is not needed let us find a way to gradually work 
out of it. 

Mr. O’Donne tt. That is a very yood thought, but we feel through 
our research and development up there that it is needed. To take it 
out will just weaken the Navy to the extent that they have got to 
rely on experiments from the outside, which is going to be costly 
and undoubtedly will have to be subsidized by the Government. In 
the event these men are discharged you will not get them back. 

Mr. Manon. If you want to reactivate it in time of stress you will 
not find those men? 

Mr. O’Donne tu. That is right. 
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Mr. McCormack. Mr. O’Donnell, were you present at the meeting 
when it was promised that they would both be kept open, for research 
purposes? 

Mr. O’Donne tt. I think the statement was made that the chain 
shop would not be closed and the ropewalk would be kept open for 
experimental purposes. The question then was how many men were 
needed in the experiments. 

Mr. Manon. I think it might be true that if you are going to do 
research and development if you want to do some development and 
some production along with your research you will get more for your 
dollar. 

Mr. O’Donne tu. That is right. 

Mr. Manon. I assume that is what you are advocating. 

Mr. O’Donnegtu. That is right. I believe that is about all, Mr. 
Chairman. 

Mr. Manon. Thank you very much. 

(The information submitted is as follows:) 


TESTIMONY OF OFFICERS OF THE Boston NAVAL SHIPYARD BETTERMENT 
ASSOCIATION REPRESENTING 32 UNITED ORGANIZATIONS 


(President Charles C. O’Donnell, also president, Lodge 1172, AFGE-AFL; Vice 
President Thomas J. Riley, also business agent, International Brotherhood of 
Boilermakers, Shipfitters, Blacksmiths, and Welders, Local 685, AFL; Secretary 
John 8. Gannon, also president, Lodge 1088, AFGE-AFL) 


ROPEWALK 


The ropewalk in the Boston Naval Shipyard is an active component of the 
Navy’s industrial facilities which has been in existence since 1834. The accom- 
plishment of this activity in providing rope for the Navy representing annual 
savings of hundreds of thousands of dollars with quality essential to safeguard 
human lives and equipment is a matter of record. The accomplishments of its 
personnel in the Navy’s research and development program for improved cordage 
materials have been effective in providing cordage products with improved 
serviceability and lowers costs by increased service life. 

The reason cited by the Secretary of Defense in justification of the closing of 
the ropewalk is that the amount of rope provided by its operation is an insignificant 
portion of the entire commercial production, and hence, the Navy’s rope and 
cordage requirements can be supplied from commercial sources. This statement 
of justification we regard as invalid, in that, no indication is made of the other 
essential facets of operation associated with the ropewalk; namely, its function 
as a focal point for cordage research and development, its function as a mobili- 
zation asset, its function as a source of supply, and know-how in a small specialized 
industry shrinking by inroads of foreign competition. 

Prior to 1955, when orders were issued to close the ropewalk, the operating 
policy established by the Navy was to maintain a minimum level of production 
which would represent savings in the Navy’s yearly rope bill, which would guar- 
antee a basic nucleus of skills for a many-fold expansion in event of mobilization, 
and which would allow a developing skill in application of new materials and 
methods provided by advancing technology. By this policy, the ropewalk pro- 
vided about three-fourths of the Navy’s peacetime rope requirements at consider- 
able savings of dollars to the Government, conducted experimental processing and 
testing, and trained key artisans in all phases of this work as a nucleus for 
expansion. 

With respect to research and development, we can cite the record of accomplish- 
ment of the ropewalk personnel which resulted in improved cordage materials at 
savings in cost. The ropewalk as a Government facility provides technical 
research and development service to all concerns involved in Government cordage 
contract work, providing the essential know-how which cannot be duplicated by 
established Government and commercial activities. Commercial suppliers, par- 
ticularly smaller concerns, are guided toward being able to meet specification 
requirements. Such guidance is the reflection of practical operating experience. 
Of the 17 concerns involved in the cordage industry, research testing is carried on 
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only by the several larger ones. These work independently to further the business 
effort of the respective concerns, and collectively through the technical committee 
of the Cordage Institute. With respect to development of improvements in 
cordage, each concern does not divulge its formulation test results or methods to its 
competitors, since it normally will plan to capitalize on its efforts. Research and 
development work is costly, and unless it has an immediate objective involving 
financial gain, is beyond the scope of activity of most concerns in the cordage 
industry. As a typical illustration, the Department of Agriculture, in its pro- 
gram for developing cordage fibers for strategic supply, that can be grown in the 
Western Hemisphere has indicated that evaluation of such materials could best be 
made at the ropewalk. Even a spokesman for the cordage industry has concurred 
with need for the experimental and testing program being carried on in the rope- 
walk. 

From a mobilizing viewpoint, the American cordage industry has been indicated 
by its spokesman as one in which the maximum capacity is a two-shift operation 
of what is a normal peacetime capacity—meeting the military and essential civilian 
demand which increases many fold over peacetime requirements is problematical. 
This was reflected in the decision to maintain the ropewalk in preservation status, 
to be activated when necessary. Such a plan will not only add to the cost of 
government, thousands of dollars per year merely for inactivation, but is not 
realistic on the basis that, unlike equipment, personnel cannot be maintained in 
preservation status. By dearth of this specialized skill, personnel will not be 
available when the requirements for rope and cordage in the interest of national 
defense would make it imperative to utilize the production from the ropewalk as 
an operating facility. 

The operation of the ropewalk we do not regard as a commercial-type operation 
established to compete with American commercial enterprise. The facets of 
operation which have been cited, prevailed at its establishment over 121 years 
ago as they do presently. The cordage industry in the United States is faced 
with the problem of using foreign-grown material from the Philippines, Indonesia, 
Africa, South and Central America, of high strategic nature, and processing the 
material for market in competition with low-wage areas of the world. Spokesmen 
for the industry have recently complained to Government authorities that com- 
peting under these conditions is confronting the industry with ruin, and cited that 
over 50 percent of the United States cordage demand is now supplied by foreign 
manufacturers. Such marginal operating conditions are hardly conducive to 
guaranteeing a source of supply for essential peacetime and wartime needs for 
the defense of our country. That cordage material today is fully as vital for 
military and naval operations as it was in the sailing ship days, is emphasized by 
the fact that cordage fibers are included with a number of other materials in our 
national stockpile of strategic materials. 

The ropewalk is a modern component of the naval defense installation; the 
ropewalk is a traditional component of the Navy, and is the only activity of its 
kind in the Navy. Congress since 1834 has seen fit to hold this component in- 
tact as part of the Navy. The navies of foreign powers maintain ropewalks as 
essential components of naval activities; the ropewalk at Davenport and Exeter 
have been traditional components of the British Navy for many years. 

The Boston Naval Shipyard ropewalk, in addition to making rope, develops 
artisans who inspect, rework, and test, and service ships, and supply a service to 
the fleet like any other component of the Navy. 

The craftsmen are trained in a fine apprenticeship training program of the 
Navy, not duplicated in private industry, with this experience, hawsers have 
been reclaimed and reworked in considerable extent to save vital materials and 
money. 

No study can justify a stand, that we will store away our tools of war and when 
we are in urgent need, we will man them, with skills which a sorely strained 
mobilizing industry will make available to us. Such untenable sentiment has 
been expressed as proper reason for closing the ropewalk by responsible officials. 
Even today, as the Department of Defense plans to close the ropewalk, plans are 
being made to utilize foreign manufacture for our defense needs to the extent that 
American citizens will be forced out of work by discontinuing the ropewalk as a 
naval facility and there will be no nucleus for reactivation or mobilization. The 
basis for these actions has been declared and reiterated by the Defense Depart- 
ment to be based on careful study. It is obvious that these studies have not been 
adequate nor careful nor complete. These studies in the maelstrom of “getting 
our Navy out of business’’ have arbitrarily designated a component of the Boston 
Naval Shipyard and the Navy a manufacturing activity and ignored the other 
essential facets of operation intrinsically part of the operating Navy. 
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In conclusion, it is our firm conviction, based on practical knowledge of the 
ropewalk’s operation, that closing the ropewalk as proposed would not only in- 
crease costs in Government operation, but would be inimical to our national 
security. Emphasizing one facet of commercial procurement as justification for 
closing the ropewalk is unjust to loyal, conscientious employees of the Govern- 
ment who have devoted lifetime careers to this specialized work, which con- 
tinues to be essential, and which has been performed in outstanding manner, 
representing annual savings of hundreds of thousands of dollars. We do not 
consider the ropewalk as a manufacturing operation in competition with industry. 
For 121 years, we have provided an essential service for the Navy and our fellow 
Americans, and are proud of our contribution. 


APPENDIX A-—EVIDENCE OF SAVINGS TO UNITED STATES GOVERNMENT BY 
PRODUCTION OF NAVAL ROPE AT THE NAVY ROPEWALK IN BOSTON, MASS. 


“Operation of this facility is costly to the taxpayer and that its elimination 
would result in a savings to the national budget.” 

Analysis. —This statement is completely unfounded. Every comparison of the 
cost of rope manufactured in the Navy ropewalk shows it to be considerably lower 
than rope of comparable quality procured commercially. The taxpayer actually 
benefits by the reduced cost in the Navy’s rope bill and at the same time gains 
other benefits through progressive research and development in providing a 
longer service life for available materials leading to decreased requirements and 
reduced costs. Comparative costings during peacetime and wartime! show an 
annual savings realized by ropewalk operations. 

1 See the following table: 











Ropewalk Price per pound 
rope pro- eee er 
Year — mn Savings 
(million | Eig, ommer- 

pounds) Ropewalk | cial 
1931 1. 86 $0. 1406 1 $0. 16 $36, 084 
1933 j ‘ ‘ 2. 25 | . 1002 | 1,13 67, 050 
1935___- ; pee is 3. 29 | . 0957 113 112, 847 
1937 4.27 | . 1312 1,17 165, 676 
1939 ate A J ; 5. 52 | . 1041 1.16 308, 568 
1940 , : oe ; atone 11.70 | . 1058 | 117 751, 140 
1941 ad 20.88 | . 1125 2.17 1, 194, 336 
1942 ; 22. 30 | - 1413 2.17 640, 010 
1943 18. 45 . 1582 2.17 309, 960 
1944 .| 15. 37 | . 1620 2.17 122, 960 
1945 , ' 14. 05 . 1624 | 3.17 106, 780 
1946 4.40 | . 2362 | 3,25 60, 720 
1947 , | 3.71 . 2464 | 3.37 458, 556 
1948 ‘ ‘ edhe ; j 4. 34 | . 2842 | 3,42 589, 372 
1949 peg ; ad 3.77 | . 2919 | 3. 405 426, 387 
1950 A 2. 63 | 5.320 | 4, 387 176, 210 
1951 - 5. 30 | 5.356 | 4.448 | 487, 600 
1952 ; beak ; 5.14 | 5, 299 4, 352 272, 420 








1 Utilization of cotton and other materials in cordage and twine: U. 8. Department of Agriculture 
publication (1940). 

2 World War II average price for manila; Government contracts. 

3 Boston ropewalk commercial survey. 

4 Boston ropewalk commercial market survey: corroborated by actual Government procurements 
from commercial contracts. 

5 Adjusted to reflect prevailing commercial market prices for raw fiber, which constitutes more 
than 80 percent of the rope cost. During 1950-52, ropewalk fiber was procured from the national 
stockpile of strategic material at an average estimated price with subsequent adjustment for fiscal 
purposes. Stockpile withdrawals began in May 1950 in accordance with an administrative policy 
of rotating the fiber after 3 years of storage to allay the effect of deterioration. 
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TESTIMONY OF OFFICERS OF THE Boston NAVAL SHIPYARD BETTERMENT Asso 
CIATION REPRESENTING 32 UNITED ORGANIZATIONS 


(President Charles C. O’Donnell, also president, Lodge 1172, AFGE-AFL; Vice 
President Thomas J. Riley, also business agent, International Brotherhood 
Boilermakers, Shipfitters, Blacksmiths, and Welders, Local 685, AFL; Secretary 
John S. Gannon, also president, Lodge 1088, AFGE-AFL) 


CHAIN 


The closing of this chain shop is a very severe and drastic blow to our Navy 
in equipping and maintaining the fleet. 

Gentlemen, established in the year 1800, this first and only chain shop of our 
Navy has been rated high for its inventions, and has developed 90 percent of 
chain used on naval vessels. 

Today, the Defense Department has ordered these dies, that were invented by 
employees at the Boston Naval Shipyard, to be loaned to various chain manu- 
facturers to duplicate, by contract, the chains formerly made at the Boston Naval 
Shipyard. After a contract was awarded by the Defense Department to contrac- 
tor to utilize these dies, the contractor found that they were unable to use the dies 
on their commercial hammers and, therefore, sublet the work back to the Boston 
Naval Shipyard because they could not handle the die and the work. The final 
result of this action was that the Boston Naval Shipyard chain shop completed 
the contract, and the contractor received the profits at the expense of the taxpayer. 
Gentlemen, this is a matter of record at the Boston Naval Shipyard chain shop. 

‘‘Dielock’’ anchor chain is subjected to a series of tests that guarantee the 
tensile strength, shock and compressive resistance, uniformity, and safety factor, 
over any other types of anchor chain. 

“Dielock”’ is the strongest existing chain, and let us not forget, gentlemen, that 
anchor chain is the lifeline of a ship. The parting of a link in the chain while 
moored could result in loss of life and ship. 

Anchor chain is of extreme importance to naval operations. In its quest for 
stronger and improved anchor chain, the Boston Naval Shipyard was established 
as an anchor chain source, and since 1912 has been maintained as a principal chain 
information center and dependable source of supply. The Navy maintains no 
other command control operation to furnish anchor chain information. Because 
of the limited market, the high-strength anchor chain required by the Navy is not 
readily available. 

As a component of the Navy, the skill of the employees engaged in chainmaking 
is used to further improvements. Our employees invented and progressively 
developed dielock anchor chain, the strongest and finest chain made for naval use. 
No other source has attempted to provide better anchor chain for the United 
States Navy. It was this progressive experience and know-how which enabled 
the Navy to be determined as the sole source of supply for the anchor chain of 
strength and size suitable for our supercarriers, the U. 8. 8S. Forrestal, and the 
U.S. 8. Saratoga. Recently, the Defense Department invited heavy chain manu- 
facturers to bid on this Forrestal type 434 chain and the final result was that there 
were no bids made and therefore the chain shop was ordered to make this type of 
chain by the Navy Department. It was this progressive experience and know- 
how that enabled the employees of the Boston Naval Shipyard to develop and 
perfect a nonmagnetic anchor chain to support the Navy’s minesweeping program, 
a need which could not be supplied by any other source. 

It is our contention that the discontinuing of chainmaking at the Boston Naval 
Shipyard will deprive the Navy of the skills incidental to the development of 
improvements in chainmaking. With dissipation of skills, there will be no de- 
pendable mobilization base. It is noted by press reports that mobilization au- 
thorities even now are concerned with the availability of essential components of 
ships and that a national component deficiency program has already been estab- 
lished. Review of the Navy chain requirements will corroborate the validity of 
of this contention. 

Discontinuance of dielock and other chain fabrication assigned to Boston is 
of serious detriment to morale, and will be devastating with respect to encourage- 
ment of new ideas in methods of products. Naval vessels have obligations which 
demand superlative chain. Fleet operations are conducted in areas with mooring 
practices over and beyond commercial marine operations, and for such operations 
the skill of the chainmakers of the Navy must be ever directed for improvement. 
The instructions to discard these skills in the face of the fact that there are no 
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other chain shops in the Department of the Navy that will be available in emer- 
gency is the sufficient reason for continuing this operational component in the 
Boston Naval Shipyard. 

Mr. McCormack. Our hext witness, Mr. Chairman, is Mr. Thomas 
J. Riley. Mr. Riley is vice president of the Boston Naval Shipyard 
Betterment Association, and is also the business agent of the Inter- 
national Brotherhood of Boilermakers, Shipfitters, Blacksmiths, and 
Welders, Local 685, of the A. F. of L. 


STATEMENT OF THOMAS J. RILEY 


Mr. Tuomas J. Ritey. Mr. Chairman, I thank you for inviting us 
and giving us an opportunity here today to coaak before this com- 
mittee. In speaking before this committee on chain the question 
arose here that it was not whether the outside contractors could do 
the work; it was a question of cost. I will not go into the figures with 
you, because I am not a mathematician, but it is a proven factor 
throughout the Government that we are the only chain shop in the 
Government. We are the only ones that can manufacture “dielock”’ 
chain at the strength test required by the United States Navy in the 
Forrestal type chain. We have a test plant there at the Boston Naval 
Shipyard. 

There is not a manufacturer in private industry who could even 
nearly compete with our chain shop at the Boston Naval Shipyard. 
We have master mechanics going through apprenticeships, gentlemen. 
They spend thousands of dollars on these young people coming into 
the Boston Naval Shipyard at the age of 16 or 17. We have World 
War II and World War I veterans, and a few handicapped veterans 
at present at the Boston Naval Shipyard. They went off to war and 
came back, figuring their apprenticeship, after the Government spent 
thousands and thousands of dollars on them, to educate them in the 
manufacture of chain. They came back after the war was over into 
their positions there, to maintain the livelihoods of their children, 
and to feed their families, which they fought the war hard to do. 
They had one thought in mind, to come back to the manufacturing 
of chain at the Boston Naval Shipyard. 

Here we have at the Boston Naval Shipyard a master that went 
through being a helper, into the apprenticeship, into the mechanic’s 
stage, and all the way up to the leader, to a head of a department. 
We have craftsmen there. We have diesinkers. There is not another 
diesinking manufacturing outfit within management on the outside 
that could compare with the wonderful skills and know-how and good 
judgment of the Navy. 

Mr. Manon. What is the average tenure of service, generally 
speaking, of the people in the chain shop? The average employee 
has been in the business how many years? 

Mr. Tuomas J. Ritey. I would say the minimum at the present 
time, with the drastic reductions in that shop, from around 5,000 to 
just a little minute handful we have there, is from 19 years on up. 

Mr. Manon. It is true we would agree that private industry, right 
offhand, could not do the work that can be done there now. Would 
we gain anything by putting this production of this governmental 
item into private industry? Would we gain anything particularly 
or not? Private industry could go out and make this chain. You 
have laid down the requirements. They could go out and manu- 
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facture it. Of course, they would have to have the right equipment. 
Would that be good sense? 

Mr. Tuomas J. Ritey. No, it would not be good sense in this 
reasoning: It would take a number of years to retool for the same 
type of chain we have now, and we have the tools to do it with. We 
would save the Government thousands and thousands of dollars. At 
the present time it is $1,450,000 for the master die set drophammer 
we just had installed for the purpose of the Forrestal chain. The 
foundation runs three stories below ground, just for the foundation to 
mount this gigantic hammer. 

Gentlemen, you have no idea how great and gigantic this chain is. 

Mr. Manon. In other words, the Government often sells its surplus 
property, very often for only a few cents on the dollar, and sometimes 
more nearly approaching original cost. You might take that equip- 
ment and sell it, but there is a heavy installation and construction 
cost to this type of machinery, I assume. 

Mr. Tuomas J. Ritey. That is right, sir. We already have it here, 
sir. We have it at the Boston Naval Shipyard, sir. We have the 
know-how here, sir. We have the men who can do it, sir. We have 
every opportunity in this world, sir, to produce at less cost at the 
present time the chain per link than the manufacturers could ever 
bid on. That is the reason why we have the men at the yard to do 
this job. 

Mr. Manon. Since you do not make so many of these kinds of 
chains during ordinary times, at least, are you able to operate in such 
a way that you do not have excessive employees at times when we are 
not in war and so on? 

Mr. Tuomas J. Rixey. Sir, the best example of that is given by 
the man that stated if you can make a pencil in the Government for 
60 cents and the man across the street in private manufacture can 
make it for $1 it is going to that man across the street, for the simple 
reason that after that pencil is manufactured and the contract is 
ended we can put them out on the street until we get another bid. 
But we have the men there, Mr. Chairman. We have the power. 
We have everything there in the world at the Boston Naval Shipyard 
blacksmith shop. We are not taking away competitive bids from 
the outside. We are doing what the outside manufacturers at the 
present time cannot handle, return to us, subbid back to us, with 
the outside still making a profit. It is still making a profit and not 
even handling the chain. 

Give us back what rightfully belongs to us. They are not even 
giving us an opportunity to bid on it. As for dies, we ship them 
our dies. They could not fit them under their hammer. They 
shipped the dies back and sublet the contract back to the Navy, and 
we are still manufacturing chain ata cost of the American taxpayers’ 
money, with the manufacturer on the outside making a profit. 

Gentlemen, we are all taxpayers. 

Mr. Manon. In other words, the liquidation of the chain shop is 
in progress already? 

Mr. Tuomas J. Ritny. That is right, sir. 

Mr. Chairman, bear with me. You will hear arguments upon ar- 
guments on taking things away from the Government, but there will 
never be a better or more sincere argument that you gentlemen will 
ever hear at any of your congressional hearings than we are trying 
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to produce to you, knowingly—when you see these men walking 
around, being pushed from the chain shop. It is like a man who sat 
behind a desk for 40 years and then was given a pick and shovel at 
a drop of $1.18 or $1.19, and he was put out to labor with a man 
who had just come out of school at high-school age. The veterans 
of the hard-fought wars have been fighting throughout for this coun- 
try, and we should not turn them back out to the street saying, 
“Private industry.”’ Like my good friend and gentleman, the Con- 
gressman here said, ‘“You cannot dig coal with bayonets,” and you 
cannot make chain without the know-how and ingenuity we have at 
the Boston Naval Shipyard. 

Mr. Manon. What was the maximum employment in the chain 
shop during World War II or the Korean war; do you know? 

Mr. Tuomas J. Ritey. Gentlemen, during World War II, I was 
under water with demolition in the United States Navy, and in the 
Korean war I was with the First Marine Division in Korea. I 
could not give you the figure. 

Mr. Manon. Does anybody know the figure? Substantially what 
is the figure? 

Mr. Tuomas J. Rixey. If you would allow us, we will submit the 
figure to you, sir. 

Mr. Manon. Yes. 

(The information was not submitted in time for inclusion in the 
record. ) 

Mr. Fuioop. I have heard the figure of 5,000 from that other person. 

Mr. Manon. That sounds a little high to me. 

Mr. Tuomas J. Ritey. I would like to submit this as a part of 
the record, on the protest for taking the work away from us. 

Mr. Manon. Thank you very much. 

(The information submitted was previously entered into the record 
at the close of Mr. O’Donnell’s testimony. ) 


STATEMENT OF JOHN 8S. GANNON 


Mr. McCormack. The last witness, Mr. Chairman, is Mr. John 
Gannon, the secretary of the Boston Naval Shipyard Betterment 
Association. 

Mr. Fioop. I would like to know, Mv. Chairmaa, why it is that the 
Navy is so keen—not the Navy, but the Defense people are so keen 
about this thing. Why is this a murder case? Why do they insist 
or persist on closing this ropewalk? If half of these facts are true, 
what are they trying to prove? I thought there was an area of doubt. 
If ever there was an area of doubt this isit. I would like to know who 
in the Defense Department prevailed upon who in the Navy to reverse 
their position on such a highly controversial set of facts as this 
obviously is. This is a very intriguing business. 

Mr. Manon. You may proceed. 

Mr. Gannon. My name is John 8. Gannon. I am secretary of the 
Boston Naval Shipyard Betterment Association, 32 united organiza- 
tions within the shipvard; and also president of Lodge 1088, American 
Federation of Government Employees, A. F. of L. 

Gentlemen, I have here a copy to issue to you people, to look over 
for yourselves, on the chain shop, and another on the ropewalk. 

There is no study that is made by the Defense Department or 
anyone else that can justify a stand that where we store away our 
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tools of war when we are ready for urgent need we will pick them up 
again. There is no picking up of this ¢ chain shop with these mechanics 
from the chain shop or the ropewalk. You will not be able to find 
them. They will be gone the minute they go out of that yard. You 
are not going to get them back again, due to the abuse that has been 
taken in the. past few years on every subject that comes up in Wash- 
ington—‘Get rid of the chain shop. Get rid of the ropewalk.”’ 
They go to work every day thinking of one thing: Am I going to 
have a job tomorrow? ‘That is the thing we have to look into, too. 
gentlemen. 

I hear the gentleman say the jobs do not mean much. They do 
mean much as far as the Government is concerned. They mean this 
much: If these jobs are going to be sent up to Canada, up to Van- 
couver, to make rope in Vancouver, by American manufacturers, that 
certainly means that the labor is done outside of the Government. 
It would be coming from Canada or one of these other countries. It 
may come from that same company. 

I only speak my information word of mouth on that. I believe it is 
this committee’s duty to investigate to see whether or not that is 
being done; in other words, whe ther outside labor is being taken care 
of outside of the country, for cheap labor, sweatshop labor in other 
parts of the world. 

We are interested in the chain shop not only as a traditional organ- 
ization, and that is true of the ropewalk. We cannot just understand 
these figures I have here today that I am going to present to you. We 
have evidence of a sav ing to the United States Government in produc- 
tion of the ropewalk at the Boston Naval Shipyard. I have the 
figures here that you people will look over, of course. 

I do not need to add anything onto our statements here, except to 
say that you people have the right to decide here about keeping the 
Government in business. ‘There is nobody who is any more interested 
in keeping private industry than we are. We believe in private 
industry. We know that private industry would not be as it is today 
in the chain business or the rope business if it were not for the first 
ropewalk in the Boston Naval Shipyard. 

We would like to point out that the naval activity of a naval yard 
manufacturing rope is not new. It is done throughout the world. In 
Exeter in England and in Davenport, England, ‘they have their own 
Navy ropewalks. Over in England they have been around a little 
longer than we have, and their ropewalks have. I do not think it is 
traditional in England, because they like their money, too. They 
like to save money. 

This committee here is an Appropriations Committee. They are 
responsible to the people of the country for the money, however spe nt. 
I say in looking at this picture that we should investigate the savings 
to the taxpayer, and here is the evidence on the ropewalk and the 
chain shop. 

(The information submitted was previously entered into the record 
at the close of Mr. O’Donnell’s testimony.) 

Mr. Gannon. Thank you very much, and thank you for allowing 
me to appear here. 

Mr. Manon. We are pleased to have you. 

Mr. McCormack? 
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IMPORTANCE OF ROPEWALK AND CHAIN SHOP 


Mr. McCormack. Mr. Chairman and members of the committee, 
just a few remarks in conclusion: 

I think the evidence has clearly shown the importance of the rope- 
walk and the chain shop not only historically but as a necessary ele- 
ment of our national defense today. 

Now, private enterprise is involved in, for instance, the repair of a 
typewriter, and there are many other things. However, there are 
twilight zones. They are selling the telephone systems and buying 
the services back at our installations. I wonder if you know that has 
been going on? They are thinking of selling the communication 
services in CAA and at our airports. That was never considered as 
private enterprise in the sense that it was so interlocked with safety 
and everything else that the Government entered into it. There are 
certainly things clearly outside, and there are certainly things clearly 
within this, and there are certain twilight zones. 

Here we have a historical note involving two operations, one 
having been in opration over 154 years, and another over 121 years. 

One thing is certain, and that is if there is another great emergency 
which develops, these two activities will have to be brought back 
into active use again. They had to use them during World War II, 
and expanded tremendously. ‘They are necessary. 

The evidence shows that you cannot pick anyone off the street and 
do ropemaking or chainmaking. These operations are very technical 
and delicate operations involving years of study and experience. 
Furthermore, we have the promise to keep them both open in order 
to perform research, which promise was solemnly made to members of 
the delegation of both parties, and to the committee from the navy 
yard. That concerns me because when I make a promise, it carries 
with it a moral obligation on my part. Outside of the promise, we 
have the evidence, but we have the the promise in addition. 

Without disregarding other activities that come before the com- 
mittee, I know nothing about them, and I am not disregarding them 
at all, but I am confining myself to these two and, at least, we have 
made out a clear case for the subcommittee to recommend to the full 
committee that the proposed action by the Department of Defense 
not be approved by the Committee on Appropriations. 

Mr. OstertaG. Will the gentleman yield? 

Mr. McCormack. I shall be glad to. 

Mr. OstertTaAG. I would be interested to learn and perhaps others 
might be interested to know whether in the general area of Boston 
or in your State there are industries of this nature that might benefit 
by the phasing out of the Government in this operation? 

Mr. McCormack. I think the only one up my way, and I say this 
subject to correction, but insofar as the ropewalk is concerned I think 
the one company which might benefit to a slight extent in ropework 
production is the Plymouth Cordage Co. 

Mr. OstertaG. Is that company located in Boston? 

Mr. McCormack. It is located at Plymouth, which is about 
40 miles away from Boston. However, that is a large company 
and the work performed at the navy yard would not mean much 
to them. 

Mr. McCormack. In regard to the chain operations, we have 
established the fact that on the Forrestal type chain the evidence 
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clearly shows that this is the only place where that type chain can be 
produced, and I do not think we need to argue to any member of this 
committee as to the importance of the Forrestal type chain, and the 
manufacture of chain in connection with the operations of our vessels. 

In connection with the operation, and as the chairman well said, 
there must be some process in order to have research continue effi- 
ciently, and there has to be a certain degree of production. We have 
cut both of them down now to practically a minimum, and to continue 
them for research activities, 1 think about the mimimum has been 
reached. I think the evidence clearly shows that the Department of 
Defense is in error in recommending the complete termination of these 
two activities. 

Mr. Manon. Thank you very much, sir. 

Mr. McCormack. Thank you very much. 

Mr. Manon. The committee will now stand adjourned until 10 
o’clock tomorrow morning. 


TurEesDAy, JANUARY 10, 1956. 


Paint MANUFACTURING, NORFOLK NAVAL SHIPYARD 


WITNESSES 


HON. PORTER HARDY, JR., AREPRESENTATIVE IN CONGRESS FROM 
TEE STATE OF VIRGINIA 

WILLIAM W. WILLING, VICE PRESIDENT, FIFTH NAVAL DISTRICT 
METAL TRADES COUNCIL 

F. J. HOLBERG, VICE CHAIRMAN, WORK COMMITTEE, INTERNA- 
TIONAL ASSOCIATION OF MACHINISTS 

F. K. PHILLIPS, CHAIRMAN, WORK COMMITTEE, INTERNATIONAL 
ASSOCIATION OF MACHINISTS 

J.T. YOUNG, RECORDING SECRETARY, LOCAL UNION 734, INTER- 
NATIONAL BROTHERHOOD OF ELECTRICAL WORKERS 

L. R. BAKER, FINANCIAL SECRETARY, LOCAL UNION 734, INTER- 
NATIONAL BROTHERHOOD OF ELECTRICAL WORKERS 


Mr. SHepparpD. Gentlemen, the committee will come to order. We 
have with us Congressman Hardy and some associate witnesses. 

Congressman Hardy, have you a statement you wish to make to 
the committee? 

Mr. Harpy. Mr. Chairman, I appreciate the privilege of being 
here this afternoon. My purpose in being here, Mr. Chairman, is to 
present a little information in connection with the paint manufactur- 
ing plant in operation at the Norfolk Naval Shipyard. 

Some time ago—lI believe it was shortly after section 638 was 
adopted—I had some conversations with representatives of the em- 
ployees groups in the shipyard, and also with the president of the 
National Association of Master Mechanics and foremen of the Naval 
Shore Establishment, who is a constituent of mine. He represents 
the master mechanics of all the Naval Shore Establishments, and he 
had expressed a particular interest in several of the items included in 
the list submitted by the Office of the Secretary of Defense. So when 
I learned of these hearings I contacted Mr. Bradshaw, the president 
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of the Master Mechancis Association. I also contacted the Metal 
Trades Council of the Fifth Naval District. 

I have received a letter from Mr. Bradshaw. With your permission 
I would like to read just two paragraphs of that letter. 

Mr. SHepparD. Very well. - Proceed. 

Mr. Harpy. He says 

We appreciate the information you supplied concerning hearings to be held on 
Monday and Tuesday on the proposed action by the Department of Defense to 
close various activities at naval shore establishments that are considered to be in 
direct competition with private industry, including paint manufacturing plants at 
Norfolk, Va., and Mare Island, Calif., Naval Shipyards; also, the ropewalk at the 
Naval Shipyard, Boston, Mass. 

After learning that various organizations from the different naval shipyards 
would have representatives at the public hearings, we decided not to appear. We 
believe it is economically unsound to discontinue these plants, and the work is 
not capable of performance by contractors without danger to the national security. 


Mr. Chairman, I believe that most of the members of the committee 
are familiar with my interest in this general subject. Certainly I have 
no desire to see the Federal Government in unnecessary competition 
with private industry. 

Mr. SuHepparp. If the Chair might interject at that point, I will say 
this much on behalf of the gentleman’s statement: Having read his 
reports and the reports of his committee I can wholeheartedly concur 
in your statement so far as your personal attitude is concerned. It is 
even to the degree that I have sometimes felt you were extremely rigid 
in your concepts. 

Mr. Harpy. Thank you, Mr. Chairman. I have tried to keep the 
Government out of business as much as possible. At the same time 
I have felt that the taxpayers do have a paramount interest, and in 
certain cases where the performance of a function is necessary by the 
Federal agency involved in the interest of economy it has been my 
feeling that such function should be performed by the Government. 
It was with that viewpoint that I was prompted to enter into the 
debate which ensued when the section 638 was adopted in this act. 

Now. it has been my feeling that each of these things should be 
handled on its individual merits. I am sure there are cases where 
some of them could be dispensed with without injury, but in the case 
of the paint shop I have a deep conviction that the abolishing of that 

shop- would result in an unnecessarily high price and that there would 
be very little gained by the competitive private industry, and a con- 
siderable loss to the taxpayers through increased cost of paints which 
must be used by the Navy. 

Mr. Chairman, I had not intended to testify at any length. I am 
glad to have with me five members of the Metal Trades Council of 
the Fifth Naval District. Mr. Willing is vice president of the metal 
trades council and has a relatively brief statement he would like to 
present. With your permission I would like to ask Mr. Willing if he 
would come forward and present his statement. 

Mr. Sueprarp. We would be very pleased to accept the statement 
you have. Will you give the reporter your name, your position, and 
proper identification, please. 
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STATEMENT OF WILLIAM W. WILLING 


Mr. Witurne. Mr. Chairman, I am William W. Willing, vice 
president of the Fifth Naval District Metal Council, chartered by 
the metal trades department of the American Federation of Labor- 
Congress of Industrial Organizations. 

Mr. Suepparp. In order to clarify my thinking, what is the rela- 
tionship between paint and the metal trades, for ‘example? 

Mr. Wiuiurne. We have the painters organization in our council, sir. 

Mr. SHepparp. I see. Will you proceed with your statement. 

Mr. Witurnea. All right, sir. Our council consists of 26 labor unions 
whose members are employed by the Navy Department in the various 
activities in the Fifth Naval District. 

Because we are taxpayers, we are also interested in economy in the 
Government. However, we wish to protest the discontinuance of the 
manufacture of paints currently being manufactured in the Norfolk 
Naval Shipyard, Portsmouth, Va. At the present time manufacturing 
paint in the shipyard is confined to manufacturing ship-bottom paints 
and certain vinyl plastics. I do not intend to discuss the technical 
aspects of the paint which is currently being manufactured. We do 
want to make certain points with respect to the reasons why we feel 
that this manufacturing activity should not be turned over to private 
industry. The Navy has already discontinued the manufacture of 
all other types of paint. I think it is important to realize that this 
ship-bottom paint which is currently being manufactured in the ship- 
vard is not a commercial product. It is a formula developed by the 
Navy for exclusive use by the Navy. If the Government discontinues 
the manufacture of this paint it will mean that the Navy will give to 
private industry a formula which it has developed to be manufactured 
by a private industry and resold to the Navy for use in the mainte- 
nance of its ships. 

Much has been said about the competition of the Government with 
private industry. If one gallon of this paint was being sold to private 
industry, we would certainly take another look at our opposition to 
the discontinuance of the manufacture of this paint by the Govern- 
ment. 

One of the most difficult problems in connection with having this 
paint manufactured by private industry and resold to the Department 
of the Navy would be quality-control inspection. Unlike other 
defense materials paint cannot usually be determined to be of satis- 
factory quality through pretesting or analysis. Despite intensive 
efforts to devise effective methods of quality control, usage is still the 
conclusive test. The application of inferior quality paints might 
significantly impair the mobilization and readiness of our Reserve and 
Active fleets. In order to assure that the paint being furnished was 
that which the Navy desires and which protects the ship bottoms, it 
would be necessary to assign naval inspectors in the plant of each 
successful bidder. I might also point out that normally the paint 
would be purchased on a competitive basis with price the controlling 
factor in most cases. The cost of undertaking a comprehensive 
inspection program will be considerable. 

The ship-bottom paint which is currently being manufactured per- 
mits ships to remain at sea for years without havi ing to proceed to : 
drydock which may be many hive sailing and hundreds or thisaienls 
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of miles away. Before the successive development of this formula, 
ships had to drydock frequently. As you know, a clean bottom is an 
important factor in making maximum speed. A foul bottom also 
means the use of more bunker fuel oil per mile which would seriously 
affect our supply program. 

The publicity given regarding the reduction of civilian personnel is 
misleading, because the small number involved is far outweighted by 
the additional cost of open purchase of the products the personnel 
have been making. 

In the Norfolk Naval Shipyard, Portsmouth, Va., there are only 
35 employees involved in the manufacture of paint. In view of what 
would appear to be an apparent increase in cost to the Navy in having 
the paint manufactured by private industry and the small number of 
employees involved in this manufacturing activity, and the importance 
of this paint to the maintenance of our ships, it hardly seems likely 
that the economic health of the paint industry would be seriously 
affected by continuing the manufacture of this paint. 

I wish to thank the chairman and the members of this committee 
for their kind and courteous attention and hope that they may see 
fit to give some consideration to our request that the discontinuing of 
the manufacture of paint in the Norfolk Naval Shipyard can be 
avoided. 

NUMBER OF EMPLOYEES 


Mr. SuepparpD. Mr. Willing, I notice in your statement that you 
say there are only 35 employees connected with the Norfolk paint 
operation. 

Mr. Wiuuinc. Manufacture, sir. 


Mr. SuHepparp. With the manufacture? 

Mr. Wine. Yes, sir. 

Mr. SHepparpD. There is shown on our list here a total of 51. 
Because of your proximity and association with the setup, are you 
positive about the 35 figure as compared with the 51 figure? 

Mr. Wiuuine. That was the information we also obtained from 
the master of the shop, Mr. Chairman. 

Mr. Harpy. It has been called to my attention that there has 
recently been a reduction in force. I am not at all sure but that the 
number Mr. Willing has might be more up to date than the one you 
have, Mr. Chairman. As a matter of fact, they could probably use 
51 down there to right good advantage. 

I think it must be realized that the number on board will vary 
from time to time according to the immediate load. I think the 
variation in figures might be related to specific dates. 

Mr. Suepparp. I think that is true. The only reason I called at- 
tention to it was to be absolutely sure of the present concept as 
against the figure of 51. 

Mr. Harpy. I think Mr. Willing would not want to personally 
guarantee the accuracy of that figure, but it was reported to him, I 
believe. 

Mr. Wiuuine. That figure was according to the master’s statement 
as of yesterday, Mr. Chairman. 
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COST OF OPERATION 


Mr. SHEppARD. I do not presume that you are fortified with any 
of the cost figures relative to the Government cost in its present 
method of operation as compared with commercial costs. Are you 
versed in that field? 

Mr. Wine. I have some figures of the study that was made in 
1951, but the bottom paint was not included and | imagine the reason 
it was not, Mr. Chairman, is that there were no comparative figures 
for the particular kind of paint they were making in outside industry 
to compare it to, sir, it being a special paint. 1 have the copy of the 
study, a photostat of the copy, listing the paints they were making in 
1951, conducted by the Navy Departme nt. I would be gald to enter 
it as a part of the record. 

Mr. SHEPPARD. How extensive is it? 

Mr. Wiuuine. It is just a chart. 

Mr. SHepparp. Would it be applicable to the present operation, in 
your opinion? 

Mr. Harpy. I would not think so, Mr. Chairman, for the reason 
that they included a lot of other things. 

Mr. SHepparp. Under those circumstances we will not have it as a 
part of the record. 

Mr. Wiuurne. It did not include this bottom paint at all, sir. 

Mr. SHepparpb. The committee has been listening for a couple of 
days not to the testimony of the Department of Defense, and this 
morning to others interested in various and sundry portions of the 
consideration before the committee. I am under the impression that 
at least some of the committee already, from the evidence received, 
have made up their minds on the situation. I know I have, so far as 
I am concerned. 

Are there any questions? 

Mr. Norrevu. No questions, Mr. Chairman. 

Mr. SuHepparp. Mr. Riley? 

Mr. Ritey. I wonder if you could tell us when they s stopped making 
the gray paint and confined themselves to the bottom paints and 
plastics. 

Mr. Wine. The order was issued in February of 1955, sir. I 
have a copy of that, also. 

Mr. Rivey. That is all, Mr. Chairman. 

Mr. Suepparp. Mr. Deane? 

Mr. Deane. How old is this facility at Norfolk? 

Mr. Wiiuina. 1904, sir. 

Mr. Deane. It has been in continuous operation since that time? 

Mr. WILuING. Yes, sir. 

Mr. Deane. What is the value of the facility? 

Mr. Wiuu1Nne. I would not know, sir. A lot of the stock is involved. 
They also gave an order that an inspection be made for putting the 
machinery out of active use, that was not in use, and the cost of 
preservation must be sent back to the Navy Department. I would 
not have any access to that information, sir. 

Mr. Deane. The idea being to place it in mothballs? 

Mr. Wine. Yes. 

Mr. Harpy. I do not know whether that is the case or not. I 
heard a rumor the other day that one of our biggest paint manu- 





170 


facturers had representatives down there looking over the assets of 
the plant. It was rumored that they probably had a notion they 
might be able to buy these assets. 

Mr. Deane. Do I understand that this ship bottom paint is manu- 
factured only at Norfolk and at Mare Island? 

Mr. Wi.urne. Yes, sir. 

Mr. Deane. I think that should be made clear in the record, that 
these are the only two plants that are making that type of paint. 

Mr. Wiiurnc. I might add, sir, that I have been informed that the 
Navy, along with a research organization, developed this formula for 
it own use, and that is the only reason, probably, that it is not being 
used by other outside contractors. It was originally made up in the 
Norfolk Navy Shipyard, sir. 

Mr. Deane. The testimony you are giving conceraing Norfolk 
would be equally strong for the Mare Island plant, or are you familiar 
with that facility? 

Mr. Witurne. I am not familiar with it, sir. I would assume that 
probably it would be similar. 

Mr. Deane. That is all, Mr. Chairman. 

Mr. SHepparp. Mr. Ford? 

Mr. Forp. Am I correct in assuming that the paints which are 
currently made at Mace Island and at Norfolk are not used in com- 
mercial shipping? 

Mr. Wiuuina. That is right, sir. 

Mr. Forp. In other words, the merchant fleet, the Coast Guard 
and others do not use them? 

Mr. Wiiurna. I would not say about the Coast Guard, because I 
have seen ships in the navy yard that belong to the Coast Guard. 
On the commercial shipping I would say no, sir. 

Mr. Forp. But it is possible that the Coast Guard might use 
1 or 2 or 3 of these varieties on their vessels? 

Mr. Wixuinc. Yes, sir; I think it would be possible if she was dry- 
docked in the shipyard for painting of the bottom. Would you not 
think so, Congressman? 

Mr. Harpy. I think so. 

ak Forp. If that is true, does the Coast Guard buy from the Navy 

r buy from private industry? 

” Mr. Wixuinc. They cannot buy it from private industry, sir, be- 
cause it is not manufactured by private industry. I do not know all 
of the redtape that goes on from one department to another, but 
bottom paint is not manufactured by any outside concern. They do 
not have the formula. 

Mr. Forp. I think it might be wise, Mr. Chairman, to see what the 
Coast Guard does on this kind of bottom paint. I presume their 
demands would be identical with the Navy’s. 

Mr. Suepparp. I am under the impression—and this is purely from 
memory on my part, Mr. Ford—that when the Coast Guard ships go 
in for overhaul and repair at a navy yard they have the same type of 
paint applied to them. I am further under the impressoin that the 
Maritime Commission was granted permission to use this paint or 
supplied with some of this paint during the war operations. The 
degree to which the Maritime Commission may or may not use it [ 
do not know. 

The testimony before the committee is also to the effect that this 
is a patented formula upon the part of the Federal Government, which 





would mean, I believe, that if this work were to go into private business 
and they were to use the same formula they would have to have a 
permit covering the patent as well. 

Mr. Forp. I think the committee might inquire from the Coast 
Guard whether they use this type of paint and if so, where they procure 
it. 

Mr. SHEPPARD. I think we will be able to have an answer on that 
information, Mr. Ford, because it is my understanding we are to have 
some naval personnel here. When they come up we can ask to what 
extent this paint has been applied, on the Coast Guard and Maritime 
Commission as well as any other ships that have used the paint. | 
think it is advisable that the committee have that information. 

Mr. Forp. What kind of condition are your facilities in there? 
Do you have stone mills or roller mills? 

Mr. Wiuurnea. Yes, sir; they make the complete paint. 

Mr. Forp. Are they stone mills or roller mills or what? 

Mr. Wiuturine. I am not familiar with the type of machinery, but 
they manufacture completely this particular type of paint. I think 
it has some phenol in it, even. I really do not know the formula, and 
I am not familiar with the paint industry enough to know the names 
of the particular types of machinery that they have, but they do have 
a full scheduled paint manufacturing factory. 

Mr. Forp. You do not know whether it is modern equipment or 
equipment which is not modern? 

Mr. Wituina. No, sir; | would not say, sir. 

Mr. Forp. I believe that is all, Mr. C hairman. 

Mr. SHepparp. Mr. Ostertag? 

Mr. Ostrertaa. No questions. 

Mr. Suepparp. Mr. Wigglesworth, do you have any questions of 
this witness? 

Mr. Wiaauesworth. I think not, Mr. Chairman. 

Mr. SHepparp. Thank you very much, Congressman Hardy and 
gentlemen, for making the presentation. I assure you your testi- 
mony will be definitely taken into consideration at the time the com- 
mittee makes up its mind. 

Mr. Harpy. Thank you very much, Mr. Chairman and gentlemen. 

Mr. SuepparD. The committee is in receipt of several pieces of 
communication concerning section 638 which will be placed in the 
record at this point: 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., January 11, 1956. 
Hon. CLARENCE CANNON, 
Chairman, House Appropriations Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Cannon: The Chamber of Commerce of the United States supports 
the plans of the Department of Defense to terminate the operation of 46 business- 
type activities, and strongly recommends that your committee approve these plans. 

In the last 3 years the Department of Defense has made commendable progress 
in identifying and eliminating business-type activities. Initiated by the Depart- 
ment in 1952, this program has continued on an accelerated basis as procedures 
have been improved and more clearly defined. 

The activities which the Department now proposes to stop are similar to 
numerous other activities previously halted by the Department. These termina- 
tions have strengthened rather than weakened the defense effort. They have 
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freed military personnel for duty on military-type activities, have reduced the 
number of civilians employed by the Department, have resulted in lower costs, 
and have conserved funds for purposes more directly related to defense. Termina- 
tion of the activities now under review would further strengthen rather than impair 
the Nation’s defense program. In practically every case the same services or 
facilities are locally available from private enterprise at reasonable costs. 

In addition to strengthening the defense program, transfer of these and other 
activities to private enterprise will increase the Government’s tax revenues since 
the income base of various businesses will be enlarged. 

The Commission on Organization of the Executive Branch of the Government 
has estimated that some 2,500 business-type activities, representing a capital 
investment of as much as $15 million, are being conducted by the Department 
of Defense. The chamber strongly endorses the Commission’s recommendations 
for reduction in the number of such activities, and is deeply concerned lest 
anything be allowed to interfere with the execution of the Department’s program 
of “decompetition’’ which is in such close agreement with the Commission 
recommendations. 

We hope that your committee will give serious consideration to the problems 
posed by section 638 of the 1956 Defense Department Appropriation Act. This 
section has seriously hampered the Department’s “decompetition”’ efforts. 

The chamber fully concurs in the desire of Congress that its Members and 
its committees be adequately informed as to the plans, operations, and activities 
of all executive departments. We recognize that the objective of Congress in 
adopting section 638 was to prevent hasty or ill-considered action. 

We respectfully suggest that such purpose would be far better served and 
the time both of committee members and of officials of the Defense Department 
conserved, if Congress would enact legislation prescribing standards and criteria 
which should be used as a guide by all administrative departments in their 
“‘decompetition” program. 

Measures are now pending before Congress (as for example 8S. 1003 and 
H. R. 7382) which deal more generally with the subject of Government compe- 
tition with private enterprise and which afford an excellent opportunity for 
adoption of such general criteria which would be applicable at all times. In this 
way the members of Appropriations Committees could save themselves and 
administrative officials much time, and the program for eliminating Government 
competition with private enterprise could go forward on a basis which would 
protect essential Government operations. 

Cordially yours, 
CLARENCE R. MILEs. 


STATEMENT OF INTERNATIONAL ASSOCIATION OF MACHINISTS 


STATEMENT OF WiiuramM H. Ryan, PREsIDENT oF District No. 44, 
INTERNATIONAL AssoOcrIATION OF Macuinists, AFL-CIO 


Mr. Chairman and members of the committee, district 44 of the International 
Association of Machinists represents a segment of Government employees who are 
affected by the Defense Department’s proposal to terminate certain industrial- 
type activities. Specifically, these activities which we are concerned with are: 

1. Chain manufacturing at Boston Naval Shipyard. 

2. Office equipment repair shops in 19 installations under the direction of the 
Department of Air Force and Department of Navy. 

3. Automotive repair shops located in nine Army activities. 

4. The manufacture of rope at the Boston Naval Shipyard. In reference to the 
termination of chain manufacturing at the Boston Naval Shipyard; we disagree 
that there will not be any immediate effect on employment because of this 
termination. 

There are certain functions performed in the manufacture of chain which are 
provided by supporting personnel of the shipyard. For instance, (1) toolmakers 
manufacture dies; (2) heat treaters temper dies; and (3) maintenance mechanics 
of all principal trades maintain machinery in working order. 

The shipyard has a long history of experience in the manufacture of chain for 
the Navy and the existence of such facilities provide a very necessary criteria for 
the maintenance of high quality standards; and also reasonable cost estimates 
with which to judge the propriety of private industry bids on contracts for chain 
We have in this instance a statement to the committee from the Department of 
Defense to the effect that they have no knowledge of what type of orders commer- 
cial sources are able to produce. Yet, they propose to terminate this function 
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with the statement that, ‘‘Chain to satisfy reoccurring requirements can normally 
be produced from commercial sources at reasonable price to competitive bidding 
without jeopardy to our national security.” 

In respect to the termination of office equipment repair and overhaul facilities, 
we maintain that these activities are a very necessary function of the Department 
of Defense activities for the following reasons: 

1. Repair and overhaul of office equipment can be speedily expedited without 
going through contracting redtape. 

2. Contracting of this work will impel the increased purchase or leasing of 
replacement office equipment while such equipment is under contract repair and 
overhaul. 

In respect to the automotive repair shops, we maintain that the contracting 
of this work will be more costly to the taxpayer for the following reasons: 

1. Private service repair shops have a policy of charging at least 100 percent 
over the hourly rate actually paid to automotive mechanics in their employ. 

2. There is no method of checking the thoroughness of repair and overhaul 
work done by contract. 

3. The cost of maintenance of vehicles will substantially increase and the early 
replacement of existing automotive equipment will be generated with the result 
in increased cost to the taxpayer. 

In respect to the manufacture or rope, we call to your attention the fact that 
testimony has been submitted within the past year to the Government Operations 
Committee of the House of Representatives, which indicates that rope can and 
is being manufactured at the Boston Naval Shipyard at a savings to the 
taxpayer. 

If the Boston Naval Shipyard is only producing 4 percent of the national out- 
put of rope, then we fail to see how the contracting of this function to private 
industry would have the effect on our national economy that is claimed by the 
Department of Defense. 

The continued operations of the ropewalk at Boston provides the Navy with a 
method of quality and cost control oyer unreasonable price increases by private 
contractors. 

We earnestly urge the subcommittee to give serious thought to the Defense 
Department’s proposals in these instances; and we feel certain that, if such is 
done, the committee will disapprove the Department of Defense’s request at a 
savings to the taxpayer. 


STATEMENT OF SENATOR JOHN F. KENNEDY 


Mr. SuHepparD. The following letter was received from Senator 
John F. Kennedy and will be placed in the record at this point: 
Unitep States SENATE, 
COMMITTEE ON LABOR AND PuBLIC WELFARE, 
January 18, 1956. 


Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
United States House of Representatives, 
Washington, D. C. 


Dear Mr. CHarrRMAN: I am pleased to learn that your committee is inquiring 
into the announced intention of the Department of Defense to close the ropewalk 
and the chain shop in the Boston Naval Shipyard. 

This is a problem of importance to Boston and to Massachusetts, but more 
importantly it represents a problem affecting our national security and policies 
which should be applicable to the operations of our governmental departments 
and agencies throughout the United States and indeed the world. 

I believe that it is wise to review the commercial operations engaged in by the 
Federal Government and to make a conscientious effort to withdraw the Govern- 
ment from commercial enterprise where it can be done safely. However, I would 
counsel against an overzealous pursuit of this goal which might have highly 
undesirable results. As has been pointed out in testimony before your committee, 
both the ropewalk and the chain manufacturing facility of the Boston Naval 
Shipyard are different in many respects from normal commercial operations. 
The unusual requirements of the Navy for rope and chain have necessitated 
research and development efforts by these organizations unlike that of the com- 
mercial manufacturers in this country. While it may be true that the needs of 
the Navy for coffee or bread or dry-cleaning services can be met by private 
enterprise without any difficulty, that is not true of the Navy’s need for special 
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rope and chain. In most instances the specialized Navy requirements are not of 
general applicability and the manufacture of these products is not commercially 
profitable. In such situations, obviously the normal profit incentive is absent 
and it is easy to foresee problems in securing these highly specialized products. 

When the Department of Defense contemplates withdrawing from long- 
established and successful programs such as the ropewalk and the chain-manufac- 
turing facility, it should as an employer, in its own self-interest develop and main- 
tain a reputation for fair dealing and good personnel relations. When the Navy 
once again—perhaps in an emergency—decides that a ropewalk and a chain plant 
are essential, it is not likely that skilled personnel can be induced to leave other 
pursuits to work for an agency with a record of discarding employees after long, 
faithful, and competent service. If the Government ever intends to compete in 
the open market for skilled technicians it had best consider its personnel policies 
more carefully. 

It appears that the Defense Department seeks to justify its decision on the 
grounds of the Hoover Commission Report on Government in Business. But, 
as chairman of the Government Reorganization Subcommittee to which this 
particular report was submitted, I would like to point out that the Commission’s 
task-force subcommittee report on business enterprises of the Department of 
Defense listed the ropewalk and the chain facility in its inventory of Department 
of Defense commercial facilities (p. 14); but nowhere in its report did it recom- 
mend their ciscontinuance although it did make such recommendations with 
respect to numerous other commercial-type activities of the Defense Department 
contained in that same inventory. 

I believe it is pertinent to note that the Congress in enacting section 638 of the 
1956 Defense Appropriations Act, stated its belief that the efforts of the Depart- 
ment of Defense to terminate commercial activity were to be scrutinized by the 
Congress acting through its Appropriations Committees. Obviously the an- 
nouncement of the Department of Defense’s plan to eliminate the ropewalk and 
the chain-manufacturing facility demonstrates the wisdom of section 638. The 
statement in Assistant Secretary of the Navy Pike’s letter of August 8, 1955, 
referring to the ropewalk contains no justification for the Defense Department’s 
position. It is argued in Mr. Pike’s letter that the ropewalk’s production is 
presently so small that it can readily be taken over by private industry. Simul- 
taneously it is urged that transfer of this production to private industry will 
contribute to strengthening our national economy by providing work for depressed 
industries. Mr. Pike gives as further justification for the proposed closing of the 
ropewalk the fact that “‘a continual decline in the cost of rope available commer- 
cially over the past year and one-half has made it more economical to satisfy 
the Navy’s requirements for rope by procurement from private industry.” It 
can hardly be contended that the experience of the past year and one-half consti- 
tutes a trend which would justify discontinuing a Navy program operated con- 
tinuously since 1834. It should be noted that the primary motivation for the 
ropewalk was the inability of the Navy to purchase rope at reasonable prices in 
the early 1800’s. The nature of the cordage industry in our country is such that 
the great bulk of cordage is produced by a few large firms. It would seem pru- 
dent, therefore, for the Government to maintain a facility such as the ropewalk 
capable of supplying a portion of its needs even though the amount produced is 
a mere fraction of the total national production. 

With respect to the chain-manufacturing facility, Mr. Pike in his letter of 
November 3, 1955, comments that “the manufacture of chain to satisfy increased 
requirements can normally be procured from commercial sources at a reasonable 
price through competitive bidding without jeopardy to our national security’’ 
[emphasis supplied]. It is difficult to understand how the Department of Defense 
would expect to meet its chain needs when it recommends closing of the only 
facility which—according to its own statement—can produce the required 
material. Although the ‘‘justification’’ speaks in terms of retention of the 
‘chain plant on a reduced basis to fill orders which cannot be handled by private 
enterprise, the letter itself indicates the chain plant will be discontinued. In my 
opinion much more in the way of ‘‘justification’’ must be provided to warrant the 
closing of facilities so intimately connected with our national defense. 

I appreciate the interest of your committee in this important area and I 
earnestly urge that in accordance with the provisions of section 638 your com- 
mittee prohibit the Department of Defense from discontinuing the ropewalk 
and the chain-manufacturing facility of the Boston Naval Shipyard. 

Sincerely yours, 
JoHn F. KENNEDY. 
x 








